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BRADBURY, WILKINSON & CO., LTD. 


——e0 2D 


DESIGNERS, ENGRAVERS & PRINTERS 
—of— 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
—4¢>— 


PROSPECTUS, TRUST DEEDS, 
CONFIDENTIAL REPORTS, 
AND ALL STATIONERY FOR 
FINANCIAL HOUSES 
HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY webs 2 MOORGATE BUILDINGS, 
—— E.C. 2. 


TELEPHONE: WIMBLEDON 2500-1-2 TELEPHONE: LONDON WALL, 8806-7-8 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 
Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 


Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 


COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 


PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 
PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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LLOYDS BANK 


LIMITED. 
HEAD OFFICE: LONDON, E.C.3. 















Over 1,700 Offices in England and Wales, and several 
in India and Burmah. 








(30th June, 1927.) 


AUTHORISED CAPITAL - £74,000,000 
SUBSCRIBED CAPITAL - 73,302,076 
PAID-UP CAPITAL - - 15,810,252 
RESERVE FUND- - - 10,000,000 









The Bank also has Agents and Correspondents throughout the British 
Empire and in all parts of the World, and is closely associated with the 
following Banks :— 


THE NATIONAL BANK OF SCOTLAND LIMITED. THE NATIONAL BANK OF NEW ZEALAND, LIMITED. 
BANK OF LONDON & SOUTH AMERICA LIMITED. BANK OF BRITISH WEST AFRICA, LIMITED. 
LLOYDS & NATIONAL PROVINCIAL FOREIGN BANK LTD, | THE BRITISH ITALIAN BANKING CORPORATION, LTD. 
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LIMITED 
Paid-up Capital ~ - - £9,479,416 
| Reserve Fund - - - 9,479,416 

Deposits, &c. (June 1927) 258,681,337 


HEAD OFFICE: 15 BISHOPSGATE, LONDON, E.C.2. 


OVER 1,200 OFFICES IN ENGLAND AND WALES. 
AGENTS THE WORLD OVER. 


BANKING both HOME and OVERSEAS. 


TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN. 
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AFFILIATED BANKS: 


COUTTS & CO. GRINDLAY & CO., Ltd. 


Bank of British West Africa Limited. Lloyds & National Provincial Foreign Bank Limited. 
) P. & O. Banking Corporation Limited. The British Italian Banking Corporation Limited. 





THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-Up Capital - - - - £4,000,000 
Reserve Fund - £3,810,000 


Reserve Liability of Prepeicters ender the Charter £4,000,000 
£11,810,000 


COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. F. V. a LIVINGSTONE-LEARMONTH, Esg., 


C. B. BARNETT, Sap. RIGHT HON. Tue EARL, OF MIDLETON, K.P. 
J. F. G. GILLIAT, Esq. HAROLD NELSON, Esq. 

KENNETH GOSCHEN, Esq. | HORACE PEEL, Esq. 

c. G. HAMILTON, EsQ. | JOHN SANDERSON, Esq. 

T. R. JOHNSON, Esg. | ARTHUR WHITW ORTH, Esq. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 


THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Capital Subscribed and Paid Up - £2,194,239 
Reserve Fund - : - -  £1,000,000 


Aggregate Assets 30, 6/27 - - £18,366,297 


DIRECTORS : 
SIR MARK SHELDON, K.B.E., Chairman. H. R. LYSAGHT, Esgq., O.B.E. 
FRANK N. YARWOOD, Esa. F.C.P.A. JAMES KELL, Esq. 
LIEUT.-COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, Esq., LL.D. 
GENERAL MANAGER : 
Cc. M. C. SHANNON. 


LONDON BRANCH DIRECTORS : 


A. DODDS FAIRBAIRN, Esa. ALFRED SHEPHERD, Esa. 
JAMES TUKE, Esq. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. G. W. Orp, Manager, with 
158 Branches and Agencies in New South Wales. 

BRISBANE OFFICE. Gerorce H. Howett, Manager, with 26 Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE : 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE : 73 St. George’s Terrace. A.C. Dispin, Manager. 

LONDON OFFICE: 37 Threadneedle Street, E.C.2, Arruur F. Jenxins, Manager. 

The London Office is prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly repre- 
sented, with other Bankers throughout Australasia, New Zealand, the United Kingdom, the Far East 
and elsewhere ,whereby it is able tocarry out all requirements with promptitude and to best advantage. 








Guaranty Trust Company 
of New York 


HE Guaranty Trust Company of New York was one of the first of 

the American Banks to establish a branch outside the United States. 
Its London Office was opened in Lombard Street twenty-eight years ago. 
To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and affiliations and connections through- 
out the world. 
The Guaranty Trust Company is thus able to offer unrivalled international 
banking facilities to banks, es houses and merchants engaged in 
foreign trade. 





The Management of ~ of the offices wiil be pleased to explain the Bank’s 
services in detail or to discuss any individual banking and trading problems, 


32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 
NEW YORK LIVERPOOL PARIS BRUSSELS HAVRE ANTWERP 





Paid-up Capital and Surplus $60,000,000 Total Assets $765,000,000. 








| 








2A) MMPI A WHOA AE AAO WH 


THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650,000 Reserve Account - - £520,000 


(with power to increase to £ 4,000,000) 
Reserve Liability of Proprietors under the Charter - - - -£1,000,000 
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LONDON BANKERS: 
Messrs. GLYN, Mitts & Co. THE WESTMINSTER BANK LIMITED, LOMBARD STREET. ILOYDS BANK LIMITED. 
HEAD OFFICE: 
33/36 Kinc WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE IN PERSIA: 
TEHERAN. 
BRANCHES IN PERSIA: 

Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 
Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd. 

BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA: 
BASDAD, BASRA, KIR<UK. BoMBAY. 
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HE BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 
also with Bombay, Calcutta and Karachi. 
Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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BANCO DO BRASIL 


Head Ofice: Rua 1° de Marco 66, 
Rio de Janeiro 


Capital - - - 100.000.000 $000 
Reserves - - = 136.331:234$476 


Paper- Currency 
Redemption Fund 74.540:745 $028 


Last Dividend 20% 


Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 


All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 





BANCA 
MOLDOVA S.A. 


Head Office: Jassy, Roumania 


Capital paid up and reserves 


Lei 115,000,000 
Cable Address : Moldobanca. 


BRANCHES: Bucarest, Galatz, Czerno- 
witz, Kischineff, Beltzi, Cetatea-Alba, 
Reni, Roman, Tighina. 

AGENCIES: Braila, Tarutino, Jassy- 
Hala, Jassy-Socola. 

AFFILIATIONS: Piatra-Neamtz, Targu- 
Neamtz, Soroca, Orhei, Podul-Illoaiei. 


Every description of Banking business 
transacted. 





ANGLO-INTERNATIONAL BANK LTD. 


(Incorporated 17th September, 1926 to acquire the business 
of the Anglo-Austrian Bank, Limited and of the British 
Trade Corporation.) 


HEAD OFFICE : 
24-28 Lombard Street 
LONDON, E.C.3 


Telephones : Telegrams: 
ROYAL 4020 (5 lines). “* ANGLANK, LONDON,” 


GAPITAL: 
Authorised £2,000,000 
Paid Up - £1 :960,008 


BOARD OF DIRECTORS: 
Chairman: General The Hon. Sir H. A. LAWRENCE, 
G.C.B. 

Vice-Chairman: M. SPENCER-SMITH, Esq., 
D.S.O., M.C. 

Managing Director: PETER BARK, Esq. 
EK. W. H. Barry, Esq. 

Major JULIAN Day, M.C. 

A. G. M. Dickson, Esq. 

The Lord FARINGDON, C.H. 

Sir HARRY GOSCHEN, Bart, K.B.E. 
ZOLTAN Hajpu, Esq. 

Dr. PAUL HAMMERSCHLAG. 

Sir J. GORDON NAIRNE, Bart. 
I,UDWIG VON NEURATH, Esq. 

Sir WILLIAM PEart, C.V.O. 
KuNES SONNTAG, Esq. 

BARON SIGISMUND DE SPRINGER, 

Sir HENRY StTRakoscu, G.B.E. 


In virtue of its Affiliations and Connections in Central 
Europe, the Bank is in a position to afford special facilities 
for business with that region. 


COMMERZ-UND PRIVAT-BANK 


AKTIENGESELLSCHAFT 
(Established 1870) 


HAMBURG - BERLIN 


Branches in: 
BREMEN LEIPZIG 
COLOGNE MAGDEBURG 
DRESDEN MUNICH 


FRANKFORT-Main STUTTGART 


and in 200 other places. 
Telegraphic Address : 


“ HANSEATIC” 
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National Bank of New Zealand, Ltd. 


Head Office: 8 MOORGATE, LONDON, E.C.2. 


89 Branches and Agencies throughout New Zealand. 
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E Authorised and Subscribed Capital see oats £6,000,000 
= Paid-up Capital eee Jaa £2,000,000 
= Reserve Fund and Undivided Profits £2,175,769 

£4,175,769 
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The National Bank of New Zealand, Limited, receives Deposits for fixed periods at 
rates which may be ascertained on application, and conducts every description of Banking = 
Business connected with New Zealand. ARTHUR WILLIS, Manager. 
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BANK OF NEW ZEALAND. 


Bankers to the New Zealand Government. 


Authorised a - £7,561,238 


Paid-up Capital, as at 31st March 1927 aii ‘ wal as rye 85 
Reserve Fund and Undivided Profits 












£1 0,138,840 




















Aggregate Assets at 31st March 1927 £48,860,540. 

id 
iF London Office: 1 QUEEN VICTORIA STREET, E.C.4. 

Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 
). Samoa. Remittances made by telegraphic transfer. ROBERT MILL, Manager 
] 2 3 ’ z 
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| YOKOHAMA SPECIE BANK, LIMITED. 
} ESTABLISHED 1880. (Registered in Japan.) 
a Capital Subscribed and Fully Pals - - Yen 100,000,000 
R Reserve Fund - - - Yen~ 96,500,000 
i Head Office: YOKOHAMA. 
4 BRANCHES and ASENCIE3 at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 


(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Ranyoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 
| The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be oktzsined on application. 

London Office :—7 Bishopsgate, London, E.C.2. 

K. YANO, Manager. 

















UNIVERSITY OF LONDON. 


COMMERCE DEGREE BUREAU. 











THE INSTITUTION RECOGNIZED BY THE UNIVERSITY for the assistance of 
EXTERNAL STUDENTS preparing for the COMMERCE DEGREE EXAMINATIONS 
OF THE UNIVERSITY OF LONDON and unable to attend regular College Courses. 





| For Prospectus and advice apply to the Secretary (Mr. H. J. Crawford, B.A.), 
46 Russell Square, London, W.C.1 
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ALLIANCE 


Assurance Company Limited. 
Head Office: 


BARTHOLOMEW LANE, LONDON, E.C. 2 
Established in 1824, 


Assets exceed £25,000,000. 


Directors: 
CHARLES EDWARD BARNETT, EsQ., Chairman. 
LIONEL N. DE ROTHSCHILD, EsqQ., O.B.E., Deputy-Chairman. 
Sir IAN HEATHCOAT AMORY, BaRT., C.B.E. , C. SHIRREFF HILTON, Esq. 
RIGHT HON. VISCOUNT BEARSTED, M.C. W. Douro Hoarg, Esq., C.B.E. 
FREDERICK CAVENDISH BENTINCK, Esq. R. M. HOLLAND-ManrtTIN, Esq., C.B. 
ALFRED FOWELL BUXTON, Esq. Davip LANDALE, Esq. 
JOHN CaTor, Esq. S1R CHRISTOPHER T. NEEDHAM. 
Lorp DALMENY, D.S.O., M.C. CECIL FRANCIS Parr, Esq. 
Major GERALD M. A. ELLIs. COMMANDER M. P. B. PorTMAN, R.N. 
FREDERICK CRAUFURD GOODENOUGH, EsQ. | WILLIAM HEARD SHELFORD, Esq. 
THE MARQUESS OF HARTINGTON, M.P. HENRY ALEXANDER TROTTER, Esq. 








THE ALLIANCE 
grants 


INSURANCES OF ALL KINDS : 


LIFE (with and without Profits). Assurances with Disability Benefits. 
Estate Duty Policies. Staff Assurance and Pension Schemes. 
Group Life Assurances. Children’s Deferred Assurances 
and Educational Endowments. Annuities. 


SINKING FUND and CAPITAL REDEMPTION. 


FIRE. 
MARINE. 


BURGLARY and THEFT. 

ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
Party, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
tion with Special Policies for Domestic Servants. 

MOTOR CAR, MOTOR CYCLE. 

FIDELITY GUARANTEE. LIVE STOCK. 

BOILER and MACHINERY INSURANCE and INSPECTION. 


COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF 
DWELLING-HOUSES. 


THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 
TRUSTEE. 


Particulars of any of the above will be sent on request. 
T. B. Ponsonby, General Manager. 
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LIFE BONUS 1926: 
COMPOUND REVERSIONARY BONUS OF £2% per annum. 


1 KING WILLIAM STREET, E.C. 4. 
Marine Dept. :—157 LEADENHALL STREET, E.C.3. 


ASSETS EXCEED 


£11,000,000 


THIRD CENTURY OF ACTIVE BUSINESS. 


BRANCHES AND AGENCIES THROUGHOUT THE WORLD. 
APPLICATIONS FOR AGENCIES INVITED. 
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The Indian Reserve Bank Problem 


\ X 7 HEN the report of the Hilton Young Commission 


on Indian Currency and Finance was issued in 

August of last year, it contained one recom- 
mendation which caused almost universal surprise. It 
was generally supposed that the Commission would 
favour the principle of a central bank, and that effect 
would be given to any such aspiration by building upon 
the basis of the existing order, i.e. by converting the 
Imperial Bank of India into a fully fledged central bank. 
Influenced, we have no doubt, by some of the expert 
advice tendered, the Commission in the upshot decided 
to create a new reserve bank, on the ground that it 
would be improper to combine commercial and central 
banking functions in the same institution. Consequently 
to convert the Imperial Bank into a central bank would 
involve depriving it of some of the functions it was 
already carrying out: functions of great importance to 
the future of Indian economic life. The new bank was 
to be free from danger on this ground: and it was also 
to be safeguarded, as far as possible, from undue political 
pressure. But, however anxious the Commission may 
have been to honour the spirit of the Genoa and Brussels 
Resolutions, a compromise was necessary here. Though 
a majority of the members of the local and central 
boards of the bank “ should derive their mandate from 
the shareholders of the bank by election,’ yet in view 
of the “ particular circumstances of India . . . it would 
not merely be appropriate but desirable that the Govern- 
ment should nominate a small minority of members on 
the central board, the members of the local boards 
being . . . elected solely by shareholders.’’ The scheme 
provided for nine shareholders’ representatives, three 
nominated members, an “ official member ”’ with purely 
advisory powers, also nominated by Government, and a 
governor or deputy-governor, completing the list of 
Government appointees. Five out of fourteen voting 
members would thus have been appointed by the Govern- 
ment of India. Whether this is really a “‘ small minority ”’ 
may be doubted : in any case, a bank likely to be brought 
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into such contact with Government would probably gain 
rather than lose by beginning its life with a considerable 
quasi-official representation on its board. 

But everything, of course, turns on the two points 
of whether such a new bank is really required, and, if 
this is answered affirmatively, on how the official represen- 
tation upon the board is provided for. Whether a 
new reserve bank is really necessary is a much more 
contentious issue than appears at first sight. We have 
before pointed out in these columns how undesirable 
it is that the question of the constitution and functions 
of central banks in new areas such as, from the economic 
standpoint, South Africa, Australasia and India are, 
should be settled in terms of experience derived only from 
the more mature economic circumstances of European 
countries and of the United States. Apart from this 
more general consideration, there were the arguments, 
special to India, which were advanced by Mr. R. Langford 
James, of the National Bank of India, when criticizing 
the proposed scheme in the pages of this journal. But 
once given that a reserve bank was desirable and that 
Indian conditions warranted, as we agree that they do, 
official representation on the board, the scheme proposed 
by the Commission was not unreasonable. 

Unfortunately, the concession of the principle of 
official representation has played into the hands of those 
Indian politicians, who, in their anxiety to push the 
principle of State influence in central banking as far as 
it will go, have gone far towards destroying the chances 
of setting up the Reserve Bank at all. The withdrawal 
of the Draft Bill of the Government, is due to the sugges- 
tions of the Joint Select Committee of the two Houses 
of the Indian Legislature. The Committee proposed 
that six directors of the new bank should be elected as 
to one half by the Provincial Legislatures and as to the 
other half by the Indian Legislature. The principle 
of private capital being called upon seems also to have 
been abandoned. Less dangerous were the further 
suggestions that a gold mohur should be coined, and 
that either the governor or the deputy-governor should 
be an Indian. 

Those who opposed the whole scheme of a reserve 
bank must at the moment be enjoying the high intellectual 
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satisfaction of being able to say that ‘I told you so.” 
They and the opponents of representative government 
in India can hardly fail to draw the moral that nothing 
of this sort need have happened if the Commission had 
not been so anxious to apply the principles which work 
well enough (though not without some difficulties) in 
the West to the different circumstances of India. Since 
the Imperial Bank has won for itself a certain measure 
of confidence, a- proposal to endow it with further powers, 
as was suggested in a dissenting Minute by Sir Purshot- 
amdas Thakurdas, would probably not have created the 
same difficulties for the Government of India as those 
which it now has to face. For it must be recognized that 
in order to satisfy the utterly unreasonable demands of 
the Indian politicians, the Government of India has itself 
made suggestions which are quite inconsistent with any 
accepted principles of central bank government. If the 
Indian dispatches read the situation aright, Sir Basil 
Blackett offered to admit the principle of electing the 
six directors by the electoral colleges. We doubt whether 
such a suggestion has ever before been made in the history 
of central banking. There is one precedent for associa- 
ting the government of a central bank closely with an 
elected legislature—viz. the Swedish Riksbank. But not 
even the most ardent advocate of the. nationalization of 
the Bank of England has gone so far as to suggest that 
the directorate should be elected by the people! It is 
quite clear that such a proposal flies in the face of all 
experience of the limits of effective democracy. Further, 
Sir Basil Blackett’s offer, now that it has been made, 
will obviously make it more difficult to get back to sound 
principles in the future. For every revised offer which 
may subsequently be contained in a draft act may be 
unfavourably compared with the original concessions 
made by the Finance Member of Council. 

What one has to fight in the case of the Indian situa- 
tion is not in the least the principle of a State bank as 
such, but a particular method of selecting the executive. 
That question will arise if the capital continues to be 
wholly subscribed by the public, or part by the public 
and part by the State, or wholly by the State. As 
far as this particular point is concerned, the major issue 
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in the case of a pure State bank, and nothing can more 
completely oppose the spirit of such rules than that the 
choice of executive instrumentalities should be entrusted 
to an electorate. The only adequate method of dealing 
with such a demand is a direct and complete refusal to 
entertain such an idea, and the gravity of the Indian 
situation appears to us to lie in the fact that in a vain 
endeavour to meet unreasonable demands, the Govern- 
ment of India seems to have been prepared to jettison 
fundamental and long-tested principles of administration. 
From the standpoint of politics, the recent difficulties 
of the Indian Government show how easy it is even for 
a non-responsible Minister of State to sacrifice principle 
for the sake of temporary peace. From the standpoint 
of the economic future of India, the episode shows the 
fatal willingness of politicians to sacrifice the substance 
for the shadow. For from the “ Nationalist’ stand- 
point, any reserve bank was better than none at all, 
and all that their action has achieved is to prolong 
the period during which the control of currency remains 
in the hands of the bureaucracy. 


New Chief Manager of the Hongkong 
and Shanghai Banking Corporation 


The Hon. Mr. A. C. Hynes, after filling the acting post 
for six months, has been appointed chief manager of the 
Hongkong and Shanghai Banking Corporation, in succes- 
sion to Mr. A. H. Barlow, who has lately retired. During 
more than thirty years’ service in the bank Mr. Hynes 
has occupied responsible positions at various ports in the 
East, being at the time of his transfer to Hongkong 
manager of the bank’s important branch at Singapore. 

The head office of the bank is at Hongkong, and the 
chief manager, who controls its wide and varied interests, 
has a task the difficulties of which are not perhaps fully 
recognized in banking circles in this country. The in- 
tricacies of Eastern exchange, resulting from a fluctuating 
silver currency, require for their successful handling not 
only years of experience, but qualities of quick grasp, 
clear-sighted judgment, and resolute decision. In Mr. 
Hynes the bank has an officer well qualified by tempera- 
ment and ability to take charge of its interests. 
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The New Zealand Banking 
Controversy 


N the September issue of THE BANKER, a brief 
| reference was made to the criticism directed by the 

leader of the Opposition in the New Zealand Legisla- 
tive Assembly against the failure of the Government to 
use its power over the Bank of New Zealand, which con- 
ducts the largest banking business in that country, from 
raising the interest rate on overdrafts. To appreciate the 
controversy more fully, it is well to remember that the New 
Zealand Government holds a substantial portion, though 
not a majority, of the share capital of the bank and 
appoints four of the six directors, the remaining two being 
elected by the shareholders. The close association of the 
Government with the bank dates back to 1894, when, 
owing to losses incurred during the financial crisis of the 
previous year, the bank appealed to the authorities for 
assistance, which was given in the form of a Government 
guarantee for a new issue of capital. According to the 
bank’s balance sheet for the year ended March 31, 1927, 
£529,988 of this Guaranteed Stock is still outstanding, and 
as, in addition, the Bank of New Zealand acts as bankers 
to the Government, the latter have a greater interest in 
the bank than the holding of a minority of the share 
capital alone would imply. Nevertheless, the bank, 
unlike the Commonwealth Bank, which is entirely owned 
by the Government of Australia, is not a State bank, nor 
is it, as in the case of the Bank of England, an entirely 
private institution. It is often described as a semi-State 
bank, and the somewhat indefinite position in which the 
Government is thereby placed is obviously liable to give 
rise to difficulties. There are critics who are dissatisfied 
with the Government’s partial interest and advocate the 
establishment of a wholly State institution, while others 
claim that the Government should be entirely free from 
the banking business. As the position is at present, the 
Government is liable to attack from various quarters 
when it does not control policy in detail through its power 
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of appointment of a majority of the directors, while if 
it were to do so, there would doubtless be outcries from 
other directions against Government interference in 
business affairs. The authorities may easily find that 
their interests as shareholders and their political or other 
interests may be in conflict and, whichever way they act, 
the possibility of criticism, either from the public or from 
the remaining shareholders, or perhaps from both, is 
likely to be a very real one. In those circumstances, it 
is necessary to decide upon a definite and closely-reasoned 
policy and only to depart from it in case of urgent necessity. 

Fortunately, there is not much difference of opinion 
among financial experts as to what that policy should be, 
and, broadly speaking, policy does not depend upon the 
particular type of institution with which the State is 
most closely associated. No doubt central banking is 
undergoing some form of evolution. Drastic develop- 
ments have been effected in many countries since the 
war, and the responsibilities and functions of central 
banks are being more clearly understood and defined, but 
it does not follow that all central banks will ultimately 
be of one type or even perform identical functions. Some 
countries may decide that a State bank best suits their 
convenience, a number may prefer private institutions, 
while others may find that a semi-State concern adequately 
meets their requirements. 

In New Zealand there is no central banking system 
as it is commonly understood in London, and it may be 
that in course of time the banking structure there, as has 
recently been the case in Australia, may be considerably 
modified. But whatever particular form the banking 
organization may take, the experience of recent years 
has provided overwhelming evidence of the necessity for 
the Government to interfere as little as possible with 
what, in the past, have been generally accepted as banking 
functions. This principle would seem to apply just as 
forcibly to the Bank of New Zealand as to any definitely 
recognized central bank. That some relationship between 
a Government and the banking organization is necessary 
is obvious. In practically all countries the right to issue 
notes is subject to legislative control, while other banking 
regulations of one kind or another exist. The necessity 
of ensuring sound financial and credit conditions is of 
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such widespread public interest that a Government must 
see that the machinery for controlling currency and credit 
is adequate and efficient. In New Zealand the pecuniary 
interest of the Government in the bank under discussion 
compels the authorities to take some active part in the 
bank’s administration, and it would be failing in its 
public duty were it not to do so. The Government’s 
shareholding and its liability on the Guaranteed Stock 
involve interests which must be conserved with due care, 
and the right of the Government to appoint four out of 
six directors is a measure of the responsibility of the 
authorities to see that in the administration of the bank 
sound financial principles are followed. In short, the 
Bank of New Zealand is in a privileged position so far as 
the Government and therefore the public are concerned, 
and privilege implies an obligation. In fact, to some 
extent, at least, most banks, either by accident or design, 
enjoy public advantages in the conduct of their business, 
and therefore incur proportionate obligations. Instances 
of privilege and obligation are becoming increasingly 
evident in commercial affairs generally. For example, 
many railway, gas, electric light, and water companies 
enjoy the advantage of monopoly because, broadly 
speaking, they are not subject to effective competition. 
In consequence, their rates are subjected to certain legis- 
lative enactments, designed to afford to the public some 
degree of protection against excessive charges. Many of 
the large trusts and combines which are growing up 
today are free from such legislative control, but they can 
scarcely hope to retain complete freedom unless they 
recognize the necessity of supplying the public with 
reasonably cheap commodities. Similarly, it is the duty 
of bankers to supply the public with financial facilities at 
fair rates, and if there were clear evidence of concerted 
action on the part of the banks to obtain inordinate 
profits from the public, few would wish to dispute the 
necessity for Government action. 

In the specific case under discussion, however, it is 
very necessary to distinguish between the position of the 
Government as a protector of the public and its position 
as one having special interests in the bank. In the former 
and wider capacity, the Government might be expected 
to take action if the rates charged by the New Zealand 
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banks were unquestionably and unreasonably high. In 
its narrower capacity, all that devolves upon the Govern- 
ment is to see that the bank is administered in accordance 
with approved financial principles. Unless the public 
interests demand, the Government must not use its 
position as shareholder to advance its interests as a 
Government, as, for example, to provide the public with 
cheaper facilities than the financial situation justifies. 
That would be unfair to the remaining shareholders and, 
in addition, would be quite unsound. If interest rates are 
unduly high and banking profits unduly large, then there 
may be cause for the Government to act as a Government, 
and for this purpose even to take advantage of its dual 
capacity of Government and shareholder. If they are 
not too high, why should the Government injure its 
position as a shareholder in order to reduce them ? 

In this connection it is of interest to note that during 
the year ending March 31 last, the net profits of the Bank 
of New Zealand on paid-up capital and reserves of approxi- 
mately £10 millions, was {1,012,290, or an average of 
about Io per cent., while the return on the ordinary 
share capital and reserves combined was about 7 per 
cent. Moreover, of these profits, £143,420 arose from the 
surplus on realization and on maturity of Government 
and other securities. Speaking at the annual meeting of 
shareholders of the bank in June last, the acting chairman 
stated that he questioned very much whether at the end 
of the current financial year, after allowing for bad and 
doubtful debts, the bank would average as much as 6? per 
cent. on the advance business in New Zealand, and, in 
considering this statement, it must be remembered that 
rates in developing countries, where the demand for 
capital is in excess of supply, usually rule at a high level. 
The balance sheet of the bank shows that while at the 
end of March last deposits totalled £29,664,024, advances 
amounted to £22,462,952, or about 75 per cent. of de- 
posits—a remarkably high proportion viewed in the light 
of English banking methods. Moreover, the acting chair- 
man stated that while during the twelve months deposits 
had fallen by £1,457,264, bills discounted and advances 
had increased by £1,262,283. Similar trends were in 
evidence in the country’s bank deposits and advances 
generally, and, whatever view may be taken of the level 
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of banking profits, it was clear that some method of either 
increasing deposits or reducing advances was essential, 
unless a very unliquid position was to be faced. The 
banks decided that merely to increase the rate allowed on 
deposits was insufficient to meet the situation, and there- 
fore the rate of interest charged on certain overdrafts 
was raised—an action which has subjected the banks 
and the Government to extensive criticism and led to a 
considered statement by the Minister of Finance in the 
House of Representatives. It appears from this statement 
that the Government had discussed the general position 
with the Bank of New Zealand, and the Finance Minister 
had emphatically declared that, considering the profits 
and the amounts carried to reserve, it would be reasonable 
for the bank to bear the increased rate on deposits and 
only increase the overdraft rate later, should the first 
action prove ineffective within a reasonable time. The 
Finance Minister considered that, in view of the special 
relationship of the Government to the bank and their 
representation on the board, they could legitimately 
discuss these questions with the bank without being 
accused of political interference. Actually the discussions 
appear to have delayed the raising of the interest rates, 
but eventually the bank decided it could wait no longer. 
The Finance Minister pointed out that if, after he had 
expressed his opinions, the directors of the bank still 
considered that the position necessitated a rise in the 
rates, the Government could not take any effective step 
short of removing their nominees on the board. In the 
absence of a very clearly defined necessity, a step of this 
kind would be very nearly akin to substituting political 
for financial administration. Obviously, the four Govern- 
ment representatives on the board are selected for their 
general integrity and impartiality and for their commercial 
and financial knowledge, experience, and ability. Unless, 
for some reasons, they forfeit the confidence of the Govern- 
ment, they should be allowed to discharge their functions 
undisturbed. The Finance Minister pointed out that to 
remove the directors would create great uneasiness in 
the public mind as to how far politcal interference might 
go. Clearly, if the Government once embarked on the 
slippery slope of interference, there is no knowing where 
they would end. The clamour for action would not be 
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limited to one occasion, nor to one aspect of banking. 
Even if the principle of interference were accepted, it is 
a delusion to think that interest rates can be regulated 
in an arbitrary manner. Money is only a medium for the 
purchase of real things, and higher interest rates signify 
a shortage of real things, compared with the demand. 
To keep interest rates low when the demand for real things 
is in excess of the supply is not the right way to restore 
equilibrium, and, therefore, even had the Government 
prevented a rise in interest rates, such action might in the 
long run have been detrimental to the public generally, 
quite apart from the question of political interference. 

There are already indications that the action taken by 
the banks is helping to correct the proportion of advances 
to deposits, and steps which help to maintain a healthy 
banking position must, taking a long view, be in the 
public interest even though it may involve some temporary 
embarrassment. 

There seems reason to suppose that the rates of 
interest charged by the banks would be lower were it not 
for the competition of the Post Office Savings Bank. 
The deposits of the latter have increased from {22 
millions in December 1915, to £48 millions in March 
1926, whereas in the same period the deposits of the 
joint-stock banks only rose from {29 millions to £44 
millions. The acting chairman of the Bank of New 
Zealand stated in June last that the deposits in excess 
of £1,000 held by the Post Office Savings Bank runs into 
millions, and he added that if these deposits were in the 
hands of the joint-stock banks “‘the recent increase in 
rates would not have been forced upon them.”’ There 
are, of course, other aspects to this question, for it does 
not follow that even if a transfer of deposits from the 
Post Office to the banks were to take place the public, 
on balance, would benefit. The precise distribution of 
functions as between the Post Office Savings Bank and 
the ordinary commercial banks in New Zealand may be a 
matter of inquiry. That, however, does not mean to 
say that meanwhile the Government should embark upon 
a definite policy of interference in the fixing of interest 
rates, and it would certainly seem that on broad principles 
the Finance Minister was well advised in the position he 
adopted. 

Y2 
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Banking Situation in China 
By W. J. Hinton 


Professor of Economics, Hongkong University 


stages of penetration by Western commerce 

and ideas. First, “‘ the interior’’ parts inaccessible 
by river steamer or railway where Western goods 
hardly penetrate, though Western ideas have begun 
to appear. Then there is the region of the economic 
hinterlands of the Treaty Ports and leased territories, 
where exports are collected, and where a rather inelastic 
demand for foreign goods drains off the imports from the 
sadly clogged channels of communication. Finally, there 
are the ports and leased territories, of which Shanghai 
is the chief and type, whose large Chinese populations 
in and about the foreign concessions or settlements 
provide the best market in China for foreign ideas and 
goods. 
Each region has its characteristic banking organiza- 
tions. The interior is served by cash shops and banks 
of the old Chinese type. The hinterlands of the ports 
have native banks of the same type, but also provincial 
and national banks of modern form, and a few private 
Chinese registered joint-stock banks. The ports and 
territories contain all these, and in addition the foreign 
banks, exchange banks, of which the Hongkong and 
Shanghai Banking Corporation is the most powerful 
and typical specimen. 

China’s currency is an unregulated bimetallism of 
copper and silver complicated by note-issues mainly 
payable in silver, though copper notes are not unknown. 
The copper consists of bronze cash of all ages and issues, 
now disappearing in the larger centres before the flood 
of depreciated copper cents issued by the provincial 
mints. In 1925 the rates for copper cents ranged from 
170 to 300 to the dollar in different parts of China. 

The silver currency consists of dollars and subsidiary 
coins, a few fractional, but mostly tokens in baser silver. 
Eleven or twelve ten-cent pieces of these issues have to 
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be paid for a dollar, the rate varying with seasonal 
demand for the coins, and with the frequent new issues 
of still baser coins. The dollars include foreign coinages 
of which the Mexican is the most important, and pro- 
vincial dollars, containing more pure silver than the 
Yuan Shih Kai dollar, which is now replacing them in 
accordance with Gresham’s Law. Chinese bank-notes 
are generally payable in the Yuan dollar, at varying 
discounts on the paper. 

This uncertainty as to the value of coined money 
has led to the retention of a primitive bullion money 
called sycee, which is ingot silver of fineness certified 
by certain private Chinese organizations. It is weighed 
out as required by the Chinese ounce or “ liang,’”’ and one 
ounce so reckoned is called a “tael.”” Its Western 
analogue is the ounce troy of standard fineness. Unfor- 
tunately every important town has its own weights and 
measures, and therefore there are as many “ taels”’ as 
there are important trade centres. Each embodies a 
different quantity of pure silver, and many are expressed 
as complicated derivatives of the weight and fineness 
of some other measure. Shanghai being the most 
important trading town in China, the Shanghai tael is 
the one most important to all banks. 

There are note-issues by the various foreign banks 
under their separate national regulations, and these, 
with the deposits operated on by cheque, form the stable 
part of the currency of each Treaty Port. The notes 
are in various denominations of dollars, and accounts are 
kept, some in dollars and some in taels. In either case 
they are “ local currency ’’ which differs from port to port. 

In Hongkong the “ tael”’ is not used in this way, and 
the subsidiary coinage now shows no anomalies, being 
entirely controlled by the Colonial Government. The 
silver dollar is seldom seen in circulation, and the notes 
of the Hongkong and Shanghai Bank are the chief 
currency. In the Japanese sphere, Dairen and the 
Kwangtung Leased Territory, and along the South 
Manchurian Railway there is trimetallism, for the 
Yokohama Specie Bank and Bank of Chosen issue gold 
yen notes. 

The foregoing condensed account conveys a false 
impression of simplicity, but it is enough to show that 
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the banker in China meets problems every day which are 
unknown even in the worst inflated currencies of Europe. 
The foreign banker in the Treaty Ports does not as a 
rule trouble himself with any currency other than local 
dollars and taels, and his chief interest is in the rates 
at which his local currency is quoted in gold paper 
currencies outside China. In Shanghai he may also take 
an interest in the local and highly speculative market 
for gold bars, real and imaginary, though that is more the 
affair of the Chinese banks. Money-changing is left to 
the native -anks. 

The Chinese native bank has a long history, dating 
back to the ninth century A.D., if not earlier. The 
merchants of Shansi traded from the earliest times 
in salt, iron, and silk to all parts of the Empire. By 
A.D. 1200 they had developed into bankers, a development 
not unconnected with the widespread use of Government 
paper money. By the eighteenth century they had 
built up a great remittance business and had become 
quasi-official or State bankers, leaving the ordinary 
business of banking to native bankers in the provinces 
to whom they advanced funds, and over whom they exer- 
cised considerable control. With the fall of the Manchu 
Dynasty in IgII to 1912, the Shansi Banks all over China 
were ruined, but the stronger native banks survived, 
and are to be found in augmented numbers today. 

Some of them are not purely bankers, but rather 
merchants who do a certain amount of banking business 
for their customers. Others are just overgrown “ cash 
shops,” money-changers who have begun to accept 
deposits and make small advances to neighbouring 
tradesmen. These are in process of transition, but there 
are also native banks founded to do a purely banking 
business. 

The typical organization is a partnership, one of the 
partners managing. The partners and the staff are often 
members of the same family, or are family connections. 
There is the same system of apprenticeship as in other 
trades, and the “‘shroff,’’ or cashier, may be regarded as 
the journeyman in the art and mystery of banking. He 
spends the morning among the bank clients soliciting 
deposits and arranging loans, and comes back in the 
afternoon to make the necessary arrangements and 
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count the cash. It is customary to work all day, and, if 
necessary, half the night, but profit-sharing arrangements 
are common, and the industrious apprentice may hope 
to become a manager and partner himself one day. 

Native banks of the same type and standing are 
united in guilds or associations which provide for mutual 
assistance in suitable cases. In these are fixed rates of 
interest, rates of domestic exchanges, and the rates at 
which different parts of the local currency exchange for 
one another. In Shanghai they arrange for a bank 
clearing. 

The rate of interest thus determined by the guild is 
the ‘Native Interest Rate” fixed in Shanghai twice a 
day, with an upper limit of about 25 per cent. per annum, 
but more commonly something between 3 and 5 per cent. 
This is the rate for call loans. It governs the rate paid 
for native current accounts, which is 95 per cent. 
of the average “‘Native Interest Rate” for the month. 
Fixed deposits are taken at rates made by individual 
bargaining. ‘“‘Chop loans” are short loans made to the 
native banks by the modern “registered’’ Chinese 
banks and, until 1924, by some at least of the foreign 
banks in Shanghai. 

The money thus borrowed by the native banks is used 
to finance internal trade, and in this connection the bill 
on Shanghai plays somewhat the same part as the bill 
on London in European trade. Shanghai is the financial 
and trade centre of China so far as it can be said to have 
a centre. It is also one of the few places in China which 
offer facilities for share and exchange speculation on a 
iarge scale, and no doubt some of the funds are used by 
Chinese speculators in these markets. Loans and over- 
drafts are regularly given, and the native banker being 
an excellent judge of the personal credit of his clients 
often lends on what would seem to a Western banker 
quite inadequate security. But he is apt to curtail these 
advances rather arbitrarily in times of sudden stress. 

Accounts are operated on by a species of cheque, a 
document in three parts, the cheque proper given to 
the payee, the notification of the amount drawn sent 
simultaneously to the banker, and the counterfoil kept by 
the drawer. Another important instrument is the Native 
Order, which may be described as a kind of banker’s 
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cheque, or short bill, issued by the native bank at his 
client’s request, sometimes certified, and handed over by 
the client to the foreign firm in exchange for imports. 

This native banking system fully reflects the laborious, 
painstaking, honest, and accommodating spirit of the 
Chinese business man. It rests upon the “‘custom of the 
merchant,” and not upon any quibbling interpretation 
of a hard-and-fast commercial code, and it transacts 
a vast aggregate of business with the minimum of 
machinery. Nowhere is the genius of the race shown 
to greater advantage. 

The next group of banks is the “‘modern-style”’ or 
“Registered Chinese Banks,’ organized under regula- 
tions drawn from American models, on a_ joint-stock 
basis and with limited liability. They are entirely a 
mcdern growth and very largely post- war. There were 
a hundred and ninety-three of these banks in 1926. In 
the previous year there were more than one hundred and 
eighty, having a total paid-up capital of approximately 
$205,000,000. If the old-style native banks represent 
old Chna with all its virtues and drawbacks, these new 
banks represent young China with its imitation of 
Western, particularly American models, its intense desire 
for independence, and its dangerous inexperience. They 
are to be found mostly in Peking, Shanghai, Tientsin, 
and Hongkong, but also in the provincial capitals and 
the smaller Treaty Ports. The group includes the two 

national banks and several provincial banks, as well as 
non-Government institutions. 

The two national tanks are the Bank of China and 
the Bank of Communications. The former was built 
on the financial ruins of the Ta Ching Bank of the 
Manchu Dynasty. Its paid-up capital of $19,760,200 was 
subscribed as to $5,000,000 by the Government of the 
Republic, but that portion has now passed into the 
hands of a number of other Chinese banks, the Govern- 
ment having defaulted on certain loans raised on the 
security of the shares. By regulations, dated 1913, the 
Bank of China was empowered to perform all the functions 
of a State bank, including the issue of notes without any 
assigned limits. The head office is in Peking, and there 
are thirty-seven principal branches and about a hundred 
agencies. It shares with the Bank of Communications 
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the privilege of handling Treasury funds, but its associa- 
tion with the ephemeral and chronically embarrassed 
Governments at Peking has probably been more expen- 
sive than profitable. Its note-issue in 1925 amounted to 
$127,091,462, and at one time the notes, like those of 
the Bank of Communications, were at a discount of 
24 per cent. In 1920 some of the excess of notes was 
taken off the market by the issue of bonds of the Ninth 
Year Loan, which were exchanged for the notes. The 
bonds went to a discount and the Government subse- 
quently defaulted on amortization. It now owes the 
Bank of China about $28,000,000, with little hope of 
payment. 

The Bank of Communications has a paid-up capital 
of $7,500,000 (the Government holding 30 per cent. of 
the shares), and has a large note-issue. It was founded 
in 1907 as a Government bank to deal especially with the 
finance of the railways, steamship lines, telegraphs, and 
posts. The revised regulations of I912 increased the 
scope of the bank, which became a second competing 
national bank after Yuan Shih Kai’s Presidential 
Mandate of October 1915. The Government owes it 
some $22,000,000. 

The notes issued by the Chinese national and provin- 
cial kanks are based very largely on bonds of the internal 
debt. This part of the Chinese debt is for the most part 
so badly secured that even if the note-issue were moderate 
in amount the arrangement would be open to serious 
objection. But the issue is excessive, that of the nine 
leading Chinese banks in Ig21I amounting to $113,438,470, 
and having greatly increased since then. 

In view of the history of post-war inflation in Europe, 
Europeans cannot afford to be too self-righteous in their 
criticism, for Chinese notes have not become valueless. 

Nevertheless, it must be admitted that the position 
of all the Government and quasi-Government banks in 
China is unsatisfactory. They reflect the political 
troubles of the country and the steady deterioration of 
the nation’s credit. The relations of the Peking Govern- 
ments with various native banks are reminiscent of our 
own public finance in Stuart times. It is said that for 
loans without adequate security an average rate of 18 
per cent. to 24 per cent. has been paid, with a maximum 
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in the worst case of 70 per cent. Even in a country 
where farmers pay 24 per cent. for loans on the security 
of the crops, this seems to indicate a certain lack of 
confidence ! 

The remainder of the registered Chinese banks are 
in a sounder position, especially where they have re- 
frained from note-issue and have concentrated upon a 
general commercial banking business. The soundest 
are those which have been founded by certain family 
groups with large industrial or trading interests which 
provide the bank with a nucleus of solid business. On 
the other hand, some have been tempted into financing 
the speculations in land, exchange, or shares, which are 
such a feature of the Treaty Ports, especially when the 
disorders of the hinterlands send a fresh spate of money 
into these cities of refuge. 

Their position may be compared to that of the early 
joint-stock banks in England, the native banks of the 
old style corresponding to the English private banks, and 
the foreign banks to the Bank of England. Like them, 
they have to pay for their experience and build up a per- 
sonnel and a tradition; like them, too, they are regarded 
by their older colleagues with some doubt and suspicion. 
But they help to bridge the gap between the foreign 
banks and the old-style native bank, and are playing an 
important part in the organization of a money market in 
China. With the inevitable growth of national feeling 
that part is likely to increase. 

For the present, however, the scene (in the Treaty 
Ports) is dominated by the foreign banks, specializing 
in foreign exchanges and the service of the external debt. 
In spite of an increase in the number of Chinese mer- 
chants dealing directly with the trader in Europe and 
America, the foreign trade of China still passes mainly 
through the hands of European merchants and agents 
in the Treaty Ports, assisted by a security broker, the 
Chinese compradore. The foreign banks are organized 
under their national laws, being closely associated with 
the enterprises of their own nationals, and in some cases 
at least in close touch with the national policy as repre- 
sented by the diplomats at Peking. Nevertheless, the 
spirit of the Treaty Ports, particularly Shanghai, is very 
cosmopolitan, and in their dealings with the Chinese 
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Government the chief foreign banks are united in the 
Consortium. Each bank has a Chinese department, 
presided over by the bank’s compradore, who introduces 
and guarantees Chinese business in return for commission 
and a monthly salary. 

Among the foreign banks the most powerful is the 
Hongkong and Shanghai Banking Corporation, with 
head office at Hongkong and eleven branches in China 
out of a total of forty branches and agencies in the Far 
East, Hamburg, London, Lyons, New York, and San 
Francisco. The paid-up capital is $20,000,000, and there 
are reserve funds of {6,000,000 sterling and $13,500,000 
silver. There are over 616,000,000 dollars in current 
account and fixed deposit, and a note-issue of nearly 
53,000,000 dollars. The net profit for 1926, excluding 
the balance of undivided profits, was $14,158,067. As 
one of the depository banks for the Chinese Customs, the 
bank handles a regular stream of silver, and this, with 
its enormous resources, makes it the most powerful 
single factor in the silver market in China, and a very 
considerable one in the silver market of the world. 

The Hongkong and Shanghai Bank has taken a hand 
in promoting British industrial interests in China. To 
quote an American observer: “The Hongkong and 
Shanghai Banking Corporation is the backbone of the 
British financial interests in China and the Far East, anda 
very important factor in the trade and finance of China.” 

The other British banks are the Chartered Bank of 
India, Australia, and China, and the Mercantile Bank, 
both having their main interests outside of China. 

The largest American bank is the International 
Banking Corporation, with a capital of $5,000,000 gold, 
eight branches in China and ten elsewhere in Asia. The 
chief French bank is the Banque de I’Indo-Chine, and 
the Japanese, the Yokohama Specie Bank. There are 
also German, Belgian, and Dutch banks of considerable 
importance. 

An interesting class is composed of joint Chinese and 
foreign banks, of which the best known are the Russo- 
Asiatic Bank and the Banque Industrielle de Chine (now 
reconstructed). There are also joint concerns of Chinese 
with Americans, Japanese, Belgians, Italians, and Scan- 
dinavians. It is said that there is a tendency for the 
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control to pass to one or other of the two nationalities 
concerned, and when the bank works under Chinese law, 
as is generally the case, there is a constant danger of 
interference by the Chinese Government. On the whole, it 
would seem that the most promising line of co-operation 
is for the foreign bank to cultivate business relations 
with the best of the Chinese registered banks, leaving 
each party to deal with its own national authorities. 

The financing of Chinese import and export trade 
calls for little comment. Obviously the banker has to 
perform two services to the merchant—his client. To 
finance exports he must lend the silver necessary to 
collect, pack, and ship the goods, and as the exporter 
will be paid in gold paper the bank must fix in advance 
the rate at which the silver borrowed is to be paid for 
in the gold obtained. In the case of imports the process 
is reversed, the bank selling gold credits in return for the 
silver to be obtained from the sale of the imports. Exports 
are shipped against confirmed or documentary credits, 
the bank financing the merchant, up to the point when 
bills can be drawn, by means of loans or overdrafts. 

Thus, every branch of a foreign bank has to set off 
sales of gold credits against purchases, and seek cover for 
the balance from other banks in the same port, or, 
failing that, from the corresponding markets in other 
ports, or in the last resort from the silver bullion markets 
of London, New York, or Bombay. The theory is simple, 
but the practice intricate, and a lifetime of experience 
in the chief centres of the East is necessary to give the 
knowledge of the many factors affecting the rates. And 
even that will not give the innate qualities of boldness 
and judgment which are required in the most responsible 
positions. This fact is probably the real reason for the 
non-success of an irruption into the China exchange 
market of the late Asia Banking Corporation. 

Besides the cares of ordinary commercial banking and 
foreign exchange, the foreign banker in China has to 
consider the finance of the Chinese external debt and 
the international struggle for concessions. The dangers 
of unrestrained competition in this field are too obvious 
in the present condition of China to need elaboration, 
and the existence of an international Consortium has 
made it possible to avoid those dangers. Its object is 
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to secure that loans shall only be given for constructive 
purposes and on terms which will give reasonable 
security to the lenders. Since 1920 it has been a four- 
power Consortium of Britain, America, France, and Japan. 
The Consortium has tried to bring an end to the civil war 
in China by starving all the combatants of funds, and 
refusing to advance further loans until the enormous 
military expenditure has been reduced. If the com- 
batants have succeeded in living on the country and 
continuing their struggles, matters are at least better 
than if various nations had a financial stake in the 
success of various parties. At least the external debt of 
China has been kept at a figure which she can easily 
meet as soon as any central Government is able to collect 
the taxes now being paid but not received, and rescue 
the revenues of the railways from the horde of militarists 
now battening on them. 

All things considered, there is probably no part of 
the world offering a greater variety of problems or a 
wider range of experience to the banker, and no field the 
study of which is half as instructive to the student of the 
theory and practice of banking and currency. 


Banking Appointments 


Mr. Dwight W. Morrow, a partner in Messrs. J. P. 
Morgan & Co., has been appointed American Ambassador 
to Mexico, conditional upon the approval of the Senate. 
Mr. Morrow will therefore sever his connection with 
Messrs. J. P. Morgan, to the great regret not only of his 
partners, but the many American and British bankers 
who greatly respect his character and ability and the 
efforts he has made to restore the economic structure of 
European countries devastated by the effects of the war. 

Mr. Richard Durant Trotter has been elected chairman 
of the Provincial Bank of Ireland Limited. Mr. Trotter 
is a member of the London Local Board of the National 
Provincial Bank. 

Mr. Sydney Parkes, joint manager of the City office 
of Lloyds Bank Limited, has been appointed an assistant 
general manager, and Mr. G. L. Potter of Bradford has 
been appointed to succeed Mr. Parkes at the City office. 
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“The Poincaré Experiment” 
By Joseph Caillaux 


Win the exception of the decision taken by the 


Finance Ministry to “lower the ceiling”’ of the 

advances which the bank can make to the 
Treasury, the import of which will be discussed later, 
nothing outstanding has occurred in September in the 
field of State finance. 

The English reader will, I think, find some interest 
in a description of the gradual development of French 
opinion on the future of what has been called the “ Poin- 
caré experiment,” threatened as it is by the distortions 
introduced into the technical problems of the currency 
and the national finance by the too exclusively political 
preoccupations which govern certain classes of the 
Government majority. 

One cannot deny the importance of the results achieved 
up to now by the Minister of Finance. No one can refuse 
to recognize what has been usefully accomplished since 
last year, either in the matter of the consolidation of the 
short-term debt or the assured stability of the franc for 
many months. But it is equally impossible to deny that 
the confidence which was the decisive element in the 
success of M. Poincaré, and was largely assured to him 
even before he acted, is giving place to growing anxiety 
and uneasiness since he has achieved his successes, partial 
without doubt and perhaps temporary, but which should 
have strengthened him in public opinion. 

This apparent paradox has many explanations. One 
of the most important is the obvious weariness of the 
taxpayer under the burden of certain taxes whose yield 
is declining in spite of, or perhaps rather because of, the 
increases made in them. 

Another reason is the slackening of economic life 
reflected in all the recent statistics, on railway traffic, 
exports of manufactures, and production in the principal 
centres. 

Finally, the industrialist and the capitalist, as well as 
the small saver, are disquieted because they do not know 
what will be the rate of the franc in six months’ time or 
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on the day after the elections. They are refraining from 
every purchase which is not necessary. The circulation 
of capital is slowing up and the characteristic feature of 
the present period is the accumulation of unemployed, 
and therefore unproductive, resources at the banks. 

There is surely no need to emphasize the duty of the 
State to take concern of this situation and to seek means 
to modify it. 

But it is just on this point that the political calcula- 
tions of the Right Wing come into play. Defeated in 1924, 
they regained an important share in the Government in 
1926, thanks to the formula of the national union for 
the salvation of the franc. 

The idea of monetary stabilization and a definite 
consolidation of French finance is highly displeasing to 
them. They do not wish the nation to realize that the 
results obtained by the Minister of Finance, as well as 
the problems still unsolved, are concerned with a tech- 
nique which has nothing to do with the participation in 
the Government of the nationalist elements. 

Having regained the avenue to power last year under 
the sign of panic, they hope to maintain and consolidate 
their position under that of disquiet. The present un- 
easiness suits them in so far as it renders public opinion 
more aware of the fragility of the recovery effected by 
the franc, and gives them an opportunity to claim the 
indefinite continuance of a governmental formation to 
their advantage. 

Whilst waiting to exercise this pressure on the elec- 
torate the Right is preparing to use this argument in 
Parliament. The manceuvre would, after all, have only a 
secondary importance were it not for its most obvious 
effect of postponing to a distant date the stabilization 
necessary for the economic recovery of France. 

Now, though it was easy to conceive and to carry out 
several months ago, subject to the necessary conditions 
both in respect of the internal and the external debt, 
stabilization appears risky if it is postponed to a time 
when taxation and the high rate of the franc may have 
jeopardized French production and injured the revenues 
of the State. 

The lowering of the maximum of the Bank’s advances 
to the State.-—On the other hand, it is curious to note the 
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internal opposition between the political tendencies we 
have just remarked upon and the measure recently taken 
by the Minister of Finance, which has reduced by 4,500 
million the maximum of the advances from the Bank to 
the State. 

By doing this, Monsieur Poincaré has only left himself 
a margin of 7,350 million, which corresponds almost 
exactly to the total of deposits at call at the Central Fund 
of the Treasury and leaves no provision for a possible 
crisis. 

Such a restriction on the freedom of development of 
State finance would normally suggest that stabilization, 
and the consolidating measures on which it depends, are 
contemplated at an early date so that the Treasury will 
not be exposed to the repercussions of one of those abrupt 
movements of capital provoked by some kind of event, 
political, economic, or monetary, on one or other of the 
world markets. It cannot be doubted that if a crisis 
made it necessary to increase the maximum this would 
cause more harm to the franc and more destruction to 
confidence than the last reduction has brought benefit. 

I do not believe, as some people assert, that it is 
necessary to regard the measure as a deliberate attempt 
to create difficulties for a possible successor. As a matter 
of fact, all the measures recently adopted by the Minister 
of Finance, as well as his present inertia in face of his 
unfinished and imperilled task, are the results of the 
equivocation created with the origin of the present 
Cabinet at the time when the financial problem was 
artificially linked up with a political formation which 
did not correspond to the will of the electors of 1924 and 
which its partisans more and more fear will be repudiated 


in 1928. 


American Banker’s Visit to Japan 


Mr. Thomas Lamont, of Messrs. J. P. Morgan and 
Company, has arrived in Japan. He will consult a number 
of bankers and officials, and important results are ex- 
pected from his visit. Mr. Lamont has been received 
by the Emperor of Japan, and arrangements have been 
made for him to visit Osaka, Niko and Kyoto. 
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Federal Reserve Board 
A Change in the Governorship 


HE action ot the Federal Reserve Board on the 

Chicago rediscount rate has aroused great con- 

troversy in the United States, and has led to the 
retirement of Mr. D. R. Crissinger, governor of the Board. 
During the last few months the Board has imipnged upon 
the administration of the various Federal Reserve banks, 
and thisinterference has beenascribed to political influence 
Among the many grounds for such an assumption is the 
fact that the late governor was not appointed for his 
knowledge and experience of central banking, but for 
certain political services he rendered to President Harding. 
This appointment was, perhaps, the worst of the many 
peculiar appointments made by Mr. Harding, and its 
effects have been singularly unfortunate. 

It was recently disclosed that the order of the Federal 
Reserve Board requiring the Chicago Bank to alter its 
rediscount rate was adopted by the narrow margin of 
four to three. The proposal was strongly opposed by 
the vice-governor, Mr. Edmund Platt. 

It was publicly announced that the directors of the 
Chicago Reserve Bank would take legal action to secure 
their inde pendence from the edicts of the Washington 
authorities. This announcement greatly pleased all 
bankers in the Middle West, and many other conservative 
bankers who have long deprecated the wholesale exporta- 
tion of American capital. When it appeared that the con- 
troversy between the Reserve Board and the Chicago Bank 
was likely to develop into a great political issue, President 
Coolidge intervened to secure Mr. Crissinger’s retirement. 

Mr. Roy Young, the governor of the Minneapolis 
Federal Reserve Bank, has been appointed governor 
of the Federal Reserve Board. Mr. Young is a banker 
of great ability and experience, and has also the advantage 
of coming from the agricultural north-west which Presi- 
dent Coolidge is anxious to conciliate. It is, however, 
considered improbable that Mr. Young will allow himself 
to be the instrument of party politicians. He may be 
expected to confine himself to eliminating some of the 
obvious defects of the Federal Reserve System 
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THE HEAD OFFICE OF THE BANK OF SCOTLAND 


Some Buildings of the Bank 


of Scotland 
By Professor C. H. Reilly 


HE general tendency of classical architecture in 
Great Britain during the nineteenth century is 
well illustrated by the two phases of the head office 

building of the Bank of Scotland in Edinburgh. Broadly 
speaking, the tendency throughout the century was 
from a large scale simple treatment in which big columns 
and pilasters were used and dominated the design (or, 
if not actually used, did so implicitly), to a smaller scale 
treatment in which columns played a lesser part, and in 
place of a quiet solidity the aim was a romantic outline 
and a general picturesqueness. This change was no 
doubt due in part, if not wholly, to the reaction of the 
Gothic revival movement, and was certainly not helpful 
to the quiet spirit of classical architecture. The aims of 
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THE HEAD OFFICE OF THE BANK OF SCOTLAND, 1806—1868 


the two styles clashed, and the classical one in the process 
lost its peculiar charm of suavity and dignity, while 
it did not and could not achieve the remoteness and 
romance of the real Gothic. The result towards the end 
of the century was nondescript buildings, neither classical 
nor Gothic, loose in texture and flamboyant in expression. 
Nash’s quiet treatment of old Regent Street was a good 
example of the work at the beginning of the century, and 
some of the earlier of the new buildings in that same street, 
with their unnecessary turrets and domes, are fair ex camples 
of the general state of classical architecture at the end. 
The head office of this bank at Edinburgh, as originally 
built by Richard Crichton in 1806, shows, from the engrav- 
ing here reproduced, the simple, big scale treatment of 
the first half of the nineteenth century, and the present 
structure, in which the latter was buried in 1868, exempli- 
fies the picturesque looser manner of the second half. 
Looking at the two illustrations together one sees how 
great the change was, not merely in detail, but in spirit. 
Yet no one can doubt the effectiveness of the later build- 
ing, standing as it does upon one of the finest sites in the 
world. The Castle and the Bank of Scotland dominate 
Edinburgh. They seem to oversee and guard the city, 
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the one representing the majesty of the State, the other 
the stability of Scottish banking. To the Scot the fortress 
is not more strong than the bank. 

Every visitor to Edinburgh is intrigued to know what 
the bank is and how it came there. The inquisitive may 
even venture inside, though no one not of the elect would 
dare to have entered the 1806 structure. The two build- 
ings, indeed, seem to indicate well the change of power 
from aristocracy to plutocracy which the nineteenth 
century more than any of its predecessors witnessed. 
No doubt the directors of the bank were wise financially 
to rebuild as they did at the time they did, and their 
architect, David Bryce, rightly interpreted their inten- 
tions. Today they may desire a return to more simple 
building, as, ‘indeed, their new Renfield Street branch in 
Glasgow, of which Mr. Andrew Balfour was the architect, 
seems to indicate. Before leaving their Edinburgh 
buildings, however, their branch bank in the New Town 
built, I suppose, some fifty years ago, must be mentioned, 
for it appears exactly to hit the happy mean between the 
great reserve and the great assertion. It is a charming 
little front, as will be seen, in the astylar manner, which 
Sir Charles Barry used so successfully in several London 
clubs and houses, such as the Reform Club, Pall Mall, and 
Bridgewater House. With the rusticated. ground ‘floor 
and “plainer storeys above, such a scheme admirably 
meets the ordinary needs of a small bank. There is, 
too, a good historical precedent for an Italian design of 
this kind. The Italian palazzos from which it derives 
were very often the combined houses and business premises 
of great bankers like the Medici. The powerful masonry 
of the ground floor had its origin, no doubt, in defence, 
and is, therefore, well retained today in the suggestion 
of security which it gives, while the calmer treatment 
of the upper storeys with their regularly-spaced windows, 
each delicately framed, suggests the serener atmosphere 
in which financial operations should be considered by the 
banker himself. Indeed, the model of the Italian town 
house—the most civilized development of urban building 
—is, I strongly urge, one which bankers today should 
earnestly consider for their town buildings. With its 
strict lines and regular spacing of units it would be diffi- 
cult to make a really vulgar building. This Edinburgh 
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BANK OF SCOTLAND, HIGH STREET, INVERNESS 


example, on the other hand, shows what combined 
elegance and refinement as well as dignity and strength 
the style is capable of. To my thinking, this New Town 
branch is by far the best piece of architecture the Bank 
of Scotland possesses. 
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THE CHIEF GLASGOW OFFICE OF THE BANK OF SCOTLAND 








The front of the Inverness branch, built in 1849, is an 
elegant piece of work showing that classical refinement 
was still understood in the Highlands in the middle of the 
century. It consists of a fully-detailed Corinthian portico 
cleverly isolated from the buildings on either side, stand- 
ing on rusticated piers. Considered as a composition of 
classical features, behind which a bank may hide, it is 
an elegant piece of work. The portico flanked by two 
large urns, and with its pediment forming the climax 
of a triangular composition of which the other two points 
of emphasis are the arched entrances on either side of the 
building, is an interesting piece of design, which its 
authors, Messrs. Mackenzie and Matthews, of Aberdeen, 
no doubt felt at the time suitably symbolized the dignity ’ 
of banking. They at any rate made a building which must 
form an interesting and arresting feature in its street. 
The Glasgow office, built in 1877, by Messrs. Douglas 
and Sellars, is a big square block in the astylar Italian 
manner of the New Town branch at Edinburgh, but 
without the repose and dignity of that little building. 
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THE NEW TOWN, EDINBURGH, BRANCH OF THE BANK OF SCOTLAND 


Its facades are overloaded with features, so that there is 
little plain wall space on which the eve can rest. The 
detail, however, is well designed. The pity is there is so 
much of it. Compared, however, with a building later 
in the century, when the invasion of Gothic motives into 
classical architecture had become common, this Glasgow 
building is strong and straightforward. 
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A Banker's Diary 


Mid-August to Mid-September 


AFTER thirteen years of inconvertible paper currency, 
Argentina restored the gold standard as from August 27. 
3efore the war the Caja de Conversion 
euctee a issued notes against the deposit of gold 
Argentine and was required to redeem its notes in 
gold, on the basis of one paper peso 
being equal to 44 per cent. of the gold peso, the 
theoretical monetary unit. At the outbreak of war the 
obligation to pay out gold in exchange for notes was 
suspended, and gold exports were prohibited. The 
latter restriction was removed in June 1925, but 
inconvertibility remained a feature of the currency for 
over two years longer. Meanwhile the gold reserve, 
which stood at 72} per cent. of the note-issue at the 
end of 1913, had increased to over 78 per cent. by June 
1927. Recently the exchange, which is still quoted in 
terms of pence to the gold peso (parity 47°62d.), had 
strengthened considerably and reached a premium over 
sterling; and accordingly the redeemability of the notes 
was restored on August 27. Owing to the appreciation 
in the international value of the peso, large shipments 
of gold have taken place not only from Great Britain, 
but direct from South Africa, thus reducing the quantities 
of gold normally dispatched from the latter country to 
Great Britain for disposal. In addition, large quantities 
of gold have been dispatched to Argentina from the 
United States. 


On September 7, more than a month after the reduction 
in the New York and other rediscount rates, the rate of the 
Chicago Federal Reserve Bank was likewise 
reduced from 4 to 34 percent. It appears 
that this step was taken, not on the initia- 
tive of the board of the bank, which was 
actually opposed to the reduction, but on the instructions 
of the Federal Reserve Board, which itself was divided 
on the question whether action should be taken 


Federal 
Reserve 
Dispute 
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According to the Act, each of the twelve Reserve banks 


has the power to “ establish from time to time, subject to 
review and determination of the Federal Reserve Board, 
rates of discount,” but the precise extent of the Board’s 
powers has never yet been subjected to the test of legal 
interpretation by the Courts. Hitherto, it appears, 
actual proposals for changes in rates have usually come 
from the Reserve banks. Reports were widely accepted 
to the effect that the matter was likely to form the 
subject of argument either in the Courts or in Congress, 
or both, in order to settle the exact nature of the relations 
between the Reserve Board and the individual banks in 
this respect. On September 15 it became known that 
Mr. D. R. Crissinger had resigned his position as governor 
of the Federal Reserve Board, and a few days later Mr. 
R. A. Young, hitherto governor of the Federal Reserve 
Bank of Minneapolis, was appointed to fill the vacancy. 


AN agency of the Commonwealth Bank of Australia has 
recently been opened in New York. It is understood that 
the office has been established largely to deal 


a with Australian Government borrowing 
ot hiactindiin operations in the United States. Under New 


York State law no foreign bank may operate 
a branch in New York to conduct ordinary deposit bank- 
ing business, but several British and other institutions 
have for many years maintained agencies there with 
limited functions, while others have adopted the plan 
of founding separate but subsidiary undertakings to 
represent them in the United States. 


For some months prior to the middle of August, the 
Reserve Bank Bill, based on the report of the Royal 
Commission on Indian Currency (see Sep- 
Indian = tember and December 1926, and April 
Reserve : ys . 
Bank 1927 issues), was the subject of discussion 
in committee, the eventual results being 
the recommendation of drastic amendments affecting, 
among other things, the nature and location of the reserve 
and the composition of the directorate. On the latter 
point the majority favoured a State bank, while the 
minority adhered to the plan for an institution having 
a privately held share capital and preserving complete 
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freedom from political control. The bill came before 
the Legislative Assembly towards the end of August, 
but, despite prolonged negotiations, it was found 
impossible to reach a satisfactory compromise. As a 
result, the Finance Member announced on September 8 
that the Government did not intend to proceed with the 
bill at present. It is understood that an alternative 
plan is under consideration. 


THE third year of operation of the plan elaborated by 
the Dawes Committee closed on August 31. The amount 
; to be paid in respect of this period was 
Third 1,500 million gold marks, and all but 
—— 20 millions, due on September 15, were paid 
within the year. Payments to the various 
allies totalled 1,281 millions, while the service of the 
external loan absorbed g1 millions and the expenses of 
commissions 9 millions. Of the amounts paid over to 
the allies, occupation costs accounted for 74 millions, 
and deliveries in kind for 617 millions. France received 
in all 638 millions, Great Britain 302 millions, and Italy 
93 millions. The annuity for the fourth year amounts 
to 1,750 millions, as against the standard yearly 
contribution of 2,500 millions beginning in 1928-29. 


On September 7 the lists were opened for tenders at a 
minimum of £99 6s. per cent. for an issue of 44 per cent. 
— Treasury Bonds maturing in 1934, with an 
British option on both sides of previous redemption 
Government _{, | rae “ees : . 
Finance ‘ter due notice. Presumably the issue was 
made with a view to meeting the liability 
on National War Bonds maturing on October 1. Alto- 
gether tenders for over {80 millions were received, and 
£65 millions were allotted at an average price of 
f99 7s. 5°13d. Shortly afterwards particulars were 
published of an offer of 34 per cent. Conversion Loan, 
redeemable at par at the Government’s option from 1961 
onwards, to holders of 34 per cent. War Loan, 1925-28, 
and 4 per cent. and 5 per cent. National War Bonds, 1928. 
The full terms of the offer appeared in the Press on 
September 16. The amounts available for conversion in 
accordance with this offer are about £624 millions of War 
Loan and about £146} millions of War Bonds, 
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ARISING out of the Japanese banking failures which took 
place earlier in the year (see May issue) it was announced 
about the middle of September that a special 
Japanese bank, to be called the Showa Bank, is to be 
Banking founded, with a capital of 10 million yen, to 
absorb several of the banks which closed 
down and to facilitate the liquidation of their liabilities. 
The Bank of Japan is said to have agreed to make advances 
at a low rate of interest to the projected institution. 
The Fifteenth and Omi Banks, two of the largest of those 
which failed, are understood not to be included in the 
scheme. 


THE United States Department of Commerce has recently 
published estimates of the country’s balance of payments 
: in 1926 which contain a mass of detail even 
— ae surpassing that of former years. According 
eens to these figures, commodity trade resulted 
in a credit surplus of $448 millions, while 
other current items, including freights, interest, travelling 
expenses, and immigrants’ remittances produced a net 
debit of $262 millions. Movements of funded capital 
showed a debit balance of $557 millions, and imports of 
gold and United States paper currency a further $138 
millions. The net changes on international banking 
account showed a further credit of $359 millions, leaving 
a discrepancy of $150 millions attributable to errors and 
omissions. The net increase on the year in the outstanding 
surplus of debts due from other countries was $557 
millions. Full details and discussion, with comparative 
figures for previous years, are given in the pamphlet 
published by the Department of Commerce. 


REDUCTIONS in the rediscount rates of the remaining 
Federal Reserve Banks brought into force a uniform rate 
of 34 per cent. throughout the United 

Bank Rate States. On August 24 the Austrian National 
Changes Bank reduced its discount rate from 7 to 
64 per cent. The Imperial Bank of India 

raised its rate from 4 to 5 per cent. on September 8. A 
rise in the discount rate of the South African Reserve 
Bank from 53 to 6 per cent. was effected on September Io. 
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Government Influence on American 


Banking 
By Henry Parker Willis 


W ie the approach of the time when Federal 


Reserve legislation must be reviewed, the atten- 

tion of American bankers is being more and more 
closely drawn to some questions of fundamental signifi- 
cance in the broader general discussion of banking theory. 
Far from having indefinitely deferred, much less fore- 
stalled, discussion of the Federal Reserve System in its 
larger aspects, the clause of the (‘‘ McFadden ’’) Act of 
February 1927 which granted indeterminate charters 
to Federal Reserve banks was accepted with the distinct 
understanding that there should be the fullest opportunity 
for debate upon amendatory legislation. The question 
which is now, as indeed at all times since the adoption 
of the original Act, most pressing, is undoubtedly that 
of the Government’s relation to the system. A full 
decade of active operation under present provisions in 
this respect has left the banking community as doubtful 
as ever of the true place of Government control, while 
students of banking, originally very hopeful of success 
under the public management Reserve System, have 
grown more and more uncertain in their own minds with 
reference to the whole topic. This, of course, is an 
uncertainty which relates specifically to central banking 
and the Government’s relationship thereto, but which 
tends to affect the attitude and point of view to be adopted 
toward Government control in general. 

In order to understand the present position in the 
United States on this whole subject, a brief retrospect 
of banking controversy is essential. The debate as to 
banking reform which occupied the mind of American 
business during the years 1908-1913 came finally to a 
struggle between the idea of a central banking mechanism, 
owned and operated by bankers for bankers, and the 
conception of such a mechanism owned by the Govern- 
ment and operated for and on behalf of the public. 
The so-called Aldrich Bill, which preceded the Federal 
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Reserve Act, was the product of the extremists of the 
banking school; the various “ radical ’’ measures which 
accompanied the Reserve Act the output of the opposing 
group. The Federal Reserve Act was the compromise 
between them. In its original form, it was a plan for 
banking _ self- organization and  self- supervision with 
moderate Government participation (to a minority extent) 
in the control of the central managing body—the Federal 
Reserve Board. But, under the influence of the then 
Secretary of State, William J. Bryan, whose leanings 
toward Government ownership are well known, a serious 
transformation in the entire plan took place. After the 
new measure had been framed and had been tentatively 
accepted by all concerned, Mr. Bryan’s demands led to 
the alteration of the provisions regarding the composition 
of the Federal Reserve Board. That body, instead of 
being, as originally designed, a board whose majority 
was chosen by the constituent Federal Reserve banks 
with a minority of Government members, became a board 
made up exclusively of Presidential appointees, while to 
it was entrusted the power of naming one-third (three) 
of the directors of each Federal Reserve bank, and of 
designating one of these members as chairman of the 
local board. Notwithstanding that the Government 
did not contribute in the smallest degree to the capital 
or (at the outset) to the deposits or resources of the new 
central banks, it became, potentially, the controlling 
factor in the entire system, and assumed the power to 
name one-third of the directors in each of the banks, 
being, besides, vested with authority to confirm, or remove, 
and to approve or veto salaries and expenses, to ratify 
discount rates and otherwise to direct the most intimate 
affairs of the several Reserve banks. The process of 
testing these radical and novel provisions has been one 
of the outstanding elements in Federal Reserve experience 
during the past ten years and more, although the result 
of it has been kept from reaching the public eye in any 
positive fashion. Nevertheless, the experience with 
Government participation and control is one of the most 
instructive elements in Federal Reserve history, and has 
a wide significance to other countries which contemplate 
the nationalization of their central banking institutions 
or the creation of new ones under public direction. 
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The general results of this type of public participation 
in American central banking have been almost wholly 
disappointing. First of all, it has proved impossible to 
obtain the co-operation of the Government in selecting 
the ablest available men for the appointive posts. At 
the outset, almost impossible obstacles were interposed 
between the Reserve Board and the best capacity avail- 
able for membership in it. Amendments to the original 
Act prohibited the selection of more than one man from 
any one Federal Reserve district, under the pretence 
of assuring a widespread “‘ geographical ’’ representation 
on the Board. Then, other unessential qualifications 
were attached to membership while the one legitimate 
requirement of the original Act—that there should be at 
least two members learned and experienced in banking 
and finance—was abolished on request of the adminis- 
tration of President Harding, in order to give greater 
latitude of selection. The first Board contained only 
two members of much experience in or knowledge of 
banking, and subsequent, appointments made to fill 
vacancies or complete unexpired terms have in the 
majority of cases shown an equal disregard of actual 
banking knowledge. The governorship of the Reserve 
Board was filled by President Harding purely on a basis of 
personal favouritism, and President Coolidge has made no 
change. It must be admitted that on its appointive or per- 
sonnel side, Government participation in American central 
banking has not been very successful or satisfactory. 
Choice of directors of Federal Reserve banks made by 
the Reserve Board has been somewhat more successful 
than choice of the members of the Board by the President. 
For the most part, the members so chosen have been 
fairly representative and efficient elements in the direc- 
torates. They have certainly not been superior either 
in public spirit or devotion to duty and, least of all, in 
ability, to the men selected by the member banks to 
represent themselves. Even among the directors chosen 
by the Board scandals have from time to time occurred, 
necessitating unofficial removals or the intimation that 
resignations should be offered, under penalty of forced 
retirements. At best these directors have usually been 
routine men, no better than the other directors represent- 
ing the banks and not rendering any service of a 



















AMERICAN BANKING — 323 


conspicuous sort obviously warranting the special status 
granted under the terms of the Federal Reserve Act. 
This routine character of the service of the Government 
appointees has been strikingly illustrated in those who 
have been designated as chairmen of the respective banks. 
In few cases have these chairmen occupied the position 
of control which custom and their titles as official heads 
of the respective institutions would naturally have con- 
ferred upon them. To sum up the situation, there has 
been little or nothing in the history of the boards of 
directors of Federal Reserve banks to mark out the 
chairman of any such board as especially deserving of his 
Governmental selection or designation or as rendering 
any marked service of a noteworthy character. It 
deserves to be added, however, that in but few cases has 
the chairman proved particularly unworthy or so lacking 
in ability or adaptability as to call for removal or transfer. 

The experience of the Reserve System with a Govern- 
ment-selected personnel in its management is, however, 
best tested not through general observations or mere 
demonstration of ability to hold office without fear of 
removal. It is best seen in the relationships established 
between the Government and the banks, through its 
own chosen representatives, with regard to questions of 
broad policy. Among such questions, doubtless the most 
striking during the particular decade in question 
has been that of public finance and public borrowing. 
As is well known, the United States incurred during the 
World War a debt, including both long- and short-term 
obligations, of about $26,500,000,000. Of this sum some 
$5,000,000,000 at the close of the war was in the form of 
certificates or notes running less than a year. The great 
loans of the war had been floated by the plan of practically 
requiring the whole population to subscribe to them, 
promising at the same time the aid of any necessary loans 
at banks while these same banks were assured of help 
from Federal Reserve banks. This mode of issuing loans 
did not greatly differ from that employed in other countries. 
However severely it may be impugned, the criticism does 
not rest, for the war period, simply or chiefly upon 
Government control or direction of the banking mechanism. 
But when the war closed with fully $1,700,000,000 of 
Government obligations, or of paper secured thereby, in 
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the Reserve banks, and fully $6,000,000,000 in the member 
banks of the system, it was obviously essential that the 
Reserve banks should set themselves to eliminate these 
holdings from their portfolios. In so attempting, they at 
once encountered the strong resistance of the Government, 
and especially of the Treasury authorities, first under 
Democratic then under Republican direction. Effort 
to return to a liquid banking condition was in fact the 
moving cause which led to the forced retirement of 
Governor W. P. G. Harding (at the close of his first 
term) and the attempted reorganization of the Board 
upon inflationary lines under the direction of appointees 
of President Harding. The attempt was only partially 
successful, but it had enough success to render the 
Board, as well as other elements in the personnel of the 
system, very tractable, recognizing as they did that 
compliance with Government dictates was the price of 
retaining their places. What the Government, above all 
else, wanted was a discount rate situation that would 
render the refunding of the public debt and the meeting 
of maturities as they occurred both inexpensive and as 
easy as possible. From the close of the war to the present 
time, and especially from the opening of the Harding 
Administration in 1921 to the present time, therefore, 
the Reserve System and the Board in particular, has been 
under severest pressure to adjust interest rates with a 
view to the requirements of cheap public financing. 
Put in another way, this amounts to saying that the main 
object of the Reserve System during the years in question 
has been the establishment of easy conditions for public 
financing, rather than the restoration of sound liquid 
conditions in banking. This has been the unmistakable 
result of the undue influence of political authorities in the 
management of the system. 

Coupled with the disposition to control the money 
market in the interest of low discount rates, and so of 
favourable refunding conditions, has been the inclination 
to force generally low interest and discount rates in the 
belief that they were popular, particularly with the 
western farmer. Just before he went to the polls for 
election in the autumn of 1924, President Coolidge in a 
radio address, broadcast throughout the country from the 
White House, plainly asserted that the policy of his 
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Administration had consistently favoured low discount 
rates and would continue to be cast on the side of such 
rates—a statement deeply regretted by his banking 
advisers and supporters and never repeated, yet 
undoubtedly in accord with facts. Low rates, because 
of their supposed effect in keeping actual rates to the 
borrower, especially to the farm borrower, as reasonable 
as might be, were indeed a cardinal element of adminis- 
tration policy from 1921 onward, and there was no 
scruple in using the political control of the Reserve System 
to accomplish the desired end, in holding its discount 
charges to the lowest possible levels. Since the close of 
the war there has no longer been the argument that 
patriotic necessity compelled the use of the Reserve 
System in the placing of public loans. The sole financial 
argument on the side of the note policy—from the domestic 
side certainly—has been that, by thus depressing current 
charges, refunding operations could be more easily accom- 
plished, while of course the general political purpose of 
preventing discontent and keeping objectors quiet would 
not ordinarily be acknowledged. 

The bad effect of the policy thus pursued has been 
seen not only in the direct consequences imposed upon 
the banking and financial system, but in the growth of 
a habit of constantly looking to the Government for aid 
to be rendered through the extension of credit whenever 
any unfavourable condition develops or natural disaster 
occurs. Within the past five years, several cases either 
of partial crop failure or of unduly large production of 
cotton have presented themselves, and in every such 
instance there has been an outcry for public aid through 
loans to be granted by the Federal Reserve System. 
It has been a great protection that Reserve banks did 
not lend direct to individuals in any case; but none the 
less, there has been constant demand for regulations or 
orders that would permit the various individual banks 
throughout the country to lend freely and then to recover 
their funds by rediscounting with Reserve banks. Not 
only in Congress, but through the direct pressure of 
political appeal, has urgent request invariably been made 
in time of any serious economic disturbance or natural 
disaster, such as the Mississippi floods of 1927, for Govern- 


ment intervention and for the extension of large loans at 
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low rates of interest. In many cases, the Government 
has succeeded in protecting itself and in furnishing what 
was needed by organizing special credit systems and, 
although technically admitting their paper to rediscount, 
actually arranging matters so that no such paper would 
be presented. This kind of financial sleight-of-hand, 
however, has very distinct limitations, and affords 
elements of hazard too great to be reckoned with as a 
regular phase of banking business.’ The evil of reliance 
upon unsound long-term Government credit, particularly 
for farm requirements, is of long standing in American 
economic life, but has been exaggerated since the creation 
of the Federal Reserve System. It involves serious 
danger to the whole future of the banking system, due to 
the constant pressure of demand for the assistance of the 
Government in helping those who would otherwise be 
unable to get accommodation. 

Prior to the organization of the Federal Reserve 
System it was customary to afford “ relief’ to hard- 
pressed elements in the community by depositing the 
Treasury surplus in banks in various parts of the country, 
with instructions to make loans freely under specified 
conditions. Today, the knowledge that the Government 
has power to direct the making of almost unlimited 
supplies of funds on easy terms reduces the resisting 
power of public officers much below its former levels. 
This situation is today widely recognized and constitutes, 
as is admitted by banking authorities everywhere, a 
condition of constant menace which would become much 
more pronounced were a so-called “ radical ’’ control of 
the central Government to be established—a condition 
which, of course, may develop at almost any time. 

Possibly more hazardous, even than this persistent 
danger of political assault upon the banking system, is 
the risk entailed by rather reckless and baseless efforts 
to introduce a price stabilization policy. It has been 
assumed in many quarters that such stabilization would 
be a “ scientific ’’ way of using the banking power of the 
Government. Hence, constant attempts to obtain the 
adoption of policies looking in that direction ; and during 
the past session the presentation and urging of a Bill 
designed to compel the Federal Reserve Board to adopt 
a policy of stabilization—to alter and modify its methods 





AMERICAN BANKING 327 


of credit extension in such a way as to direct its influence 
and force toward the raising of prices when “ too low ”’ 
and the depressing of such prices when “ too high.” 
The danger with such proposals in a democratic system 
of Government is, of course, the adoption of political 
tests of the appropriate height for the price level in the 
endeavour to satisfy malcontents who believe that in- 
flation or deflation has been employed to damage their 
several individual interests. Thus far there has been 
no success in these legislative endeavours, and the 
Federal Reserve System itself has disclaimed (in public) 
belief in or mission to use its alleged power of altering 
the price level—going undoubtedly much too far in 
abjuring all authority in the matter. But not a few of 
those who are influential in the Reserve System have 
(as is testified by public statements and letters of members 
of Congress) asserted in private that the power of the 
Reserve System not only could be, but is being, used to 
control and direct the price level. The hazard involved 
in such an exercise of Government authority, especially 
when the power thus claimed is expanded and broadened 
so as to extend to the control and direction not merely 
of prices in general, but of prices of specified commodities 
in particular, is obvious, and is believed by conservative 
observers likely to become a steadily growing menace 
in American politics. 

Closely affiliated with the views of Governmental duty 
in the control of prices through its oversight and direction 
of central banking is the gradual and dangerous broaden- 
ing of the rediscount power as used by Federal Reserve 
banks. In the original Reserve Act the use of the 
rediscount power was provided for only as a means of 
dealing in pure credit. Reserve banks were not to 
discount at all unless the paper presented to them was 
believed to be absolutely liquid—the outgrowth of closed 
transactions. Today the rediscount power, and _par- 
ticularly the use of the acceptance, have been so broadened 
as to leave the whole question of liquid credit far behind 
as a merely incidental element in the problem. The 
representations of inconvenience to business interests, 
resulting from close adherence to the idea of redis- 
counting only sound liquid commercial paper, came first 


from stock exchange and speculative interests; and 
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culminated in the modification of the Reserve Act so as 
to permit the discounting of the direct notes of member 
banks secured by deposit of paper which would otherwise 
have been technically eligible. This led to a corre- 
sponding broadening of the rediscount policy so as to 
admit to discount privileges at Reserve banks paper 
originating in agricultural operations or representing 
farm products not sold but in storage—a complete breach 
with the idea of liquid credit which underlay the original 
Federal Reserve Act. It cannot be truthfully said that 
this violation of the credit theory on which the system 
was founded originated with Government authorities, 
but it is fair to say that violations originating with the 
business community were used as a basis for demanding 
further extensions on behalf of elements which the 
successive national administrations wished to please. 
So the Reserve System, by reason of its political basis, 
yielded much more and much more rapidly to the inroads 
of selfish interests than would have been the case, had 
the institution been in the hands of the best and most 
independent private banking ability. 

One purpose in the original organization of the system 
was the termination of the obsolete and injurious inde- 
pendent Treasury system and the transfer of its chief 
functions to the Reserve banks. The purpose was accom- 
plished and the transfer was, within a few years, definitely 
effected. In many ways it has been a highly beneficial 
improvement in the method of conducting public business. 
It has, however, undoubtedly brought about a con- 
siderable increase in the cost of transacting the business, 
partly, perhaps, due to the circumstance that it is better 
cared for than formerly. And this cost has been trans- 
ferred to the banking community without compensation, 
save as it may be regarded as a sort of franchise tax 
(the Government receiving all earnings of Federal Reserve 
banks above six per cent. on capital stock and a specified 
contribution to surplus). The worst feature in this 
transfer, however, has not been the expense, but has been 
the establishment of an unduly close relationship between 
some of the Reserve banks and the successive heads of 
the Treasury department. The latter have been inclined 
often to ignore the Reserve Board and give orders direct 
to the heads of the Reserve banks, especially when there 
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was a political policy to be advanced, and the latter, 
when personally ambitious, have been inclined to esta- 
blish this sort of direct relationship still more positively 
in the attempt to advance their own independent power 
and influence and to act as their own political instincts 
might dictate. All this has been an element in the 
composition and management of the banking system 
whose effects have been sufficiently injurious to afford a 
considerable offset or counterpoise to the good influences 
arising out of the transfer of independent Treasury duties 
to the central banking system of the United States. 

Experience under the Reserve System has again 
demonstrated what was already recognized—the almost 
wholly harmful influence of Government intervention in 
the control of banking operations. There are some kinds 
and classes of iusiness in which the influence of Govern- 
ment has proved beneficial, or at all events not injurious, 
and in which results compare favourably with those 
attained under private control. Banking is not one of 
these, but, as illustrated by American practice, belongs 
to quite an opposite category. The time may come when 
central banking principles are so well recognized and so 
generally agreed to that there can be no controversy about 
them and hence no likelihood that Government inter- 
vention or management will be other than beneficial. 
That time has not arrived, certainly not in the United 
States. So far as American experience can be taken as 
a safe guide, therefore, it must be regarded as quite 
definitely cautioning against the adoption of any system 
of Government ownership or operation of central banking 
institutions. So far as Government has a definite part 
to play in banking, it must still be that of outside 
observer or regulator—unless it be willing to cause evils 
much greater than those it is seeking to correct. 





The Bank of America 


The Bank of America recently celebrated the 115th 
anniversary of its foundation. The total assets of the 
bank amount to more than 171,000,000 dollars. Since 
1812 it has paid dividends amounting to 32,000,000 dollars. 
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Portraits of Iwo Eminent Bankers 
Antony Gibbs 


HIS portrait, which is in a panel in the Court of the 
Royal Exchange, was unveiled by the Lord Mayor 
on June 20 this year, and bears the following 

inscription : “‘ Antony Gibbs of Exeter, born 1756, died 
1815, founded Antony Gibbs & Sons, London, in 1808. 
Painted by Edward Patry, R.B.A., from a half-length 
drawing by John Downman, A.R.A., of 1781.” Mr. 
Patry has introduced into the background of the picture 
a view of Antony Gibbs’ native town, Exeter, as it was 
in his day, and as seen from the village of Exwick, where 
he was engaged in the leading trade of Exeter, that of 
manufacturing woollen cloth for export to Spain and 
other countries. Leaving Exwick at the age of thirty- 
three, Spain itself was the headquarters of his business 
for the next eighteen or nineteen years, but the Anglo- 
Spanish wars of 1796 to 1801 and 1804 to 1808 created 
grave difficulties, so that at times he had to conduct it 
from Lisbon and eventually from London. When the 
Spaniards rose against Napoleon and his French invaders 
and allied themselves with England he opened an office 
in London (in Sherborne Lane) for trading with Cadiz, 
where he had established his Spanish business in 1801. 
The style of his London firm was at first Antony Gibbs 
and Son, his partner being his eldest son, George Henry 
Gibbs, but it was changed to the present Antony Gibbs 
and Sons in 1813, when he took his second son, William, 
into partnership. Both sons had been trained in the 
business, and continued to direct it after their father’s 
death in 1815, George Henry dying in 1842 and William 
not until 1875. The Cadiz house remained open till 
1827, and there was a house at Gibraltar from 1810 to 
1833, but the Spanish business, the mainstay of which 
was the trade conducted by the Spaniards with the 
South American colonies, dwindled after the revolt of 
the colonies and no sooner was the liberation of Peru 
progressing favourably than—in 1822—Antony Gibbs 
and Sons opened a house in Lima, following it by founding 
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MR. ANTONY GIBBS 
Painted by Edward Patry, R.B.A. 


From a half-length drawing by John Downman 
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one in Valparaiso in Chile in 1826. At the present day 
they have none in Peru, and Valparaiso is the chief 
among the numerous branches in Chile, but from about 
1840 to 1879, when the Lima house was closed owing to 
the war between Peru and Chile, the Peruvian business 
was a very important one. At the present time the 
foreign houses allied with Antony Gibbs and Sons are 
not only in Chile, but there is also one in New York, 
and one in each of the States of Australia, the Australian 
business having been taken over by them in 1881 from 
a separate firm styled Gibbs, Bright and Co., in England, 
and Bright Brothers and Co., in Australia, which had 
their origin in a Bristol firm of which Antony Gibbs’ 
brother George (born 1753, died 1818) was one of the 
founders. It may be mentioned here that their eldest 
brother, the Right Hon. Sir Vicary Gibbs (1751-1820), 
was sometime Recorder of Bristol, Attorney-General 
and Chief Justice of the Common Pleas. Antony Gibbs 
married Dorothea Barnetta Hucks of Knaresborough, 
through whom their son George Henry inherited the 
estates of Clifton Hampden and Aldenham House, 
Hertfordshire, which descended to his son Henry Hucks, 
Lord Aldenham, and grandson Alban, the present Lord 
Aldenham, both heads of Antony Gibbs and Sons (suc- 
ceeding William Gibbs), and both sometime Members 
of Parliament for the City of London. Antony Gibbs 
and Sons’ office was moved from Sherborne Lane to 
Great Winchester Street in 1814, in 1826 to Lime Street, 
and in 1850 to their present house, 22 Bishopsgate 
(formerly 15 Bishopsgate Street Within). 


Sir Francis Baring 


IR FRANCIS BARING, the founder of Baring 
S Brothers and Company, was described by Lord 
Erskine as “the first merchant in Europe.” This is 

by no means an exhaustive description of the life of a 
man who, though deaf from youth and without any 
advantage of birth or fortune, established a great banking 
house, became chairman of the mighty East India Com- 
pany, and made a fortune exceeding seven million pounds. 
This remarkable man was born at Larkbear near Exeter, 
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SIR FRANCIS BARING 
Painted by Edward Patry, R.B.A. 
Adapted from a portrait by Sir Thomas Lawrence 
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in 1740. His father, John Baring, the son of Franz 
Baring, pastor of the Lutheran Church at Bremen, 
migrated to Exeter where he established a cloth manu- 
facturing business. Asa boy Francis Baring was sent to 
London to learn business with Messrs. Boehm. He was 
no prodigy, but his firmness of character and singular 
intelligence earned the confidence of all with whom he 
transacted business. Slowly and painfully he built up 
the house of Baring Brothers until it rivalled the Bank 
of England in authority and influence. His private 
affairs were no less prosperous. Delightfully happy in 
his family, he was the ancestor of many who held the 
highest public offices, and whose achievements are part 
of English history. One of his grandsons, the first 
Lord Ashburton, became Chancellor of the Exchequer 
in Lord Melbourne’s Ministry, and his brother, Thomas 
Baring, was offered, and refused, the Chancellorship in a 
Tory administration. 


Death of Lord George Hamilton 


On September 22 died the Right Hon. Lord George 
Hamilton, P.C., D.C.L., G.C.S.I., director of the Chartered 
Bank of India, Australia and China, the Bank of Austra- 
lasia, and a former Secretary of State for India and First 
Lord of the Admiralty. He was born in December 
1845, and was the third son of the first Duke of 
Abercorn. He entered the House of Commons in 1868 
and quickly acquired a great parliamentary reputa- 
tion, not only as a man of high capacity for the 
administration of public affairs, but also as an orator of 
great distinction. With this combination of qualities ,he 
should have obtained the first place in the Government— 
a future predicted by Disraeli, who was his devoted friend. 
But an odd stroke of fate depriv ed him of his oratorical 
powers, and though he remained an excellent if somewhat 
dull speaker, he lost his prominent position in Parliament 
and in the Tory Party. 
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Correspondence 


To the Editor of THE BANKER 
Numbering Branch Banks 


Sir,—Your co-operation in once again reviving 
interest in the suggestion that bank branches should 
be numbered would be appreciated by all bankers. The 
suggestion has been discussed for the last twenty years, 
and has been placed before the Bankers’ Clearing House 
Committee on several occasions in a rather complicated 
form, though the scheme is essentially simple, and saves 
an enormous amount of labour. 

Briefly the suggestion is as follows : 

1. That the banks included in the town, metropolitan, 
and country clearing should number their branches as 
they now appear in alphabetical order. 

2. That these numbers should be printed on all fresh 
cheques by their stationery departments on the left- 
hand bottom corner to the right of the letters T.M. & C. 

3. That these numbers should be printed in reference 
books where the clearing banks publish their list of 
branches. 

4. That the numbers should be used instead of writ- 
ing the names of the branches, and that all sorting be 
numerical instead of alphabetical. 

The advantages are as follows: 


1. Greater accuracy in sorting. 

2. Daily saving of time in sorting caused by oblitera- 
tion of name of branch by the superimposed crossing 
stamp or stamps. 

3. Greater accuracy over the alphabetical abbrevia- 
tions at present used. 

4. Enormous saving in time in writing. 

This can be well illustrated by the following example 
—the Westminster Bank has the following branches : 


Kennington ; 
Kensington ; 
Kensington—Parrs ; 
Kensington High Street. 
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I feel the latter illustration speaks for itself, when one 
tries to abbreviate, and these abbreviations have to be 


written hundreds of thousands of times a year. Under 


the system of numbering the branch banks the above 
would be abbreviated to 92, 93, 94, and 95 respectively. 
Yours faithfully, 
W. B. BRISCOMB. 





Municipal Banks 


ON September 7 Leeds City Council, by 28 votes to 26, 
rejected a resolution proposed by the Socialist members 
to establish a municipal bank in the city. 

The mover of the resolution (Alderman Armstrong) 
said that he hoped the proposal would not be made a 
party issue. Banking was not an intricate thing; it 
consisted merely of borrowing money at a low rate and 
lending it out at a higher rate of interest. It was, in fact, 
as easy as falling off a log. He observed that the Bir- 
mingham Municipal Bank had deposits amounting to 
£7,800,221, and that 50 per cent. of the depositors were 
people with no more than £5 to their credit. The bank 
had been of great help to Birmingham in assisting house 
purchase and in collecting gas and electricity accounts. 

Mr. John Lambert, in moving the rejection of the 
resolution, said that at the time of the establishment of 
the Birmingham Municipal Bank there was no savings 
bank except the Post Office and the joint-stock banks. 
Therefore, as Mr. Neville Chamberlain had observed, 
it started in peculiarly fortunate circumstances. 

Alderman Dickinson, on behalf of the Liberal members, 
opposed the resolution. He was of opinion that the 
public did not entirely appreciate the eminent services 
of the Yorkshire Penny Bank. That bank had 195,000 
depositors in Leeds alone, and every child in the elemen- 
tary schools had an account in the bank. The Leeds 
Co-operative Society accepted deposits from the public 
upon which it paid interest at the rate of 3$ per cent. 
There were also fifty-eight joint-stock bank branches in 
the city, most of which received small deposits and also 
issued home safes. 



























hb 


337 


International Banking Affairs 
UNITED STATES 


NUMBER of important American banks are 
A continuing to consolidate their resources by means 

of capital increases or amalgamations. The largest 
capital increase announced was that of the Chase National 
Bank, which will issue 100,0co new shares of $100 nominal, 
thus raising its share capital to $50,000,000. 7,000 shares 
will be used for the acquisition of the Mutual Bank, while 
the rest will be offered to the shareholders at the price of 
$325. The bank celebrated its fiftieth anniversary on 
September 20. Within half a century, its total resources 
increased almost exactly a thousand times, from 
$1,042,009 to $1,042,513,993. Another bank which 
has decided to increase its capital is the Anglo and 
London Paris National Bank. It will raise its capital 
from $5,000,000 to $7,500,000, while at the same time 
its subsidiary, the Consolidated Securities Co., will 
increase its capital from $500,000 to $750,000. The 
bank was established in 1873, and is controlled by the 
Fleishhacker interests, which own, control, or have large 
participations in another half-dozen banks in Northern 
California, including the Capital National Bank of Sacra- 
mento. Another proposed capital increase is that of the 
Empire Trust Company of New York, from $4,000,000 
to $6,000,000. The shares of $100 nominal will be 
issued at a price of $300 per share. As a result of this 
increase, the capital, reserves, and undistributed profits 
will amount to about $14,000,000. The Banca Commer- 
ciale Italiana Trust Company, New York, has increased 
its capital from $1,000,000 to $2,000,000. it was esta- 
blished in 1924 by the New York branch of the Banca 
Commerciale Italiana, and has been operating very 
successfully. 

The Bankers’ Trust Company of Philadelphia has 
arranged to absorb the National Bank of Commerce of 
Philadelphia. The capital and reserves of the Bankers’ 
Trust Company now amount to $3,500,000, and its 
deposits to $15,000,000. The amalgamation between the 
First National Bank of Los Angeles and the Pacific 





338 THE BANKER 


South-west Trust and Savings Bank has been completed. 
The new bank’s name is Los Angeles First National 
Trust and Savings Bank, and it has about roo branches 
in the State of California. 

Another method of banking extension which seems 
to gain rapidly in popularity is the acquisition of smaller 
banks through the intermediary of affiliated security 
corporations. For example, the Manufacturers’ Trust 
Company of New York established last year the Financial 
and Industrial Securities Corporation, which has acquired, 
among others, the Capitol National Bank and Trust Co., 
and the Long Acre Bank, and is reported to be negotiating 
for the purchase of the United National Bank. Another 
organization of this nature is the National American Co., 
controlled by the Central Mercantile Bank and Trust 
Co. It has acquired the Bronx National Bank, the Ter- 
minal Trust Co., the Cosmopolitan Bank, and the Bank of 
Coney Island. Quite recently the Bank of United States 
has established a security company called City Financial 
Corporation, with an initial capital of $20,000,000. 
Several other banks are understood to be contemplating 
the establishment of similar companies. It seems prob- 
able that the small banks controlled by such holding 
companies will eventually be absorbed by the mother 
institutions. The movement is a sound one, as it tends 
to reduce the number of weak banks. 

The National Bank of Commerce has opened a branch 
at Madison Avenue in the west end of New York. During 
the eighty-three years of its existence the bank had no 
branches. In the course of the last few years, however, 
a secondary financial district has developed in the residen- 
tial and shopping quarters of New York, and the National 
Bank of Commerce had to follow the example of other 
leading banks in establishing a branch in that district. 


FRANCE 


The accounts of the Crédit Algerien and the Banque 
de Syrie et du Grand Liban have been recently pub- 
lished. The former earned a net profit of 2,561,563f., as 
against 2,247,342f. in 1925, and will increase the dividend 
from 75f. to roof. per share. Its capital was doubled 
in 1926, through the increase of the nominal value of 
the shares from 500f. to 1,000f. out of the reserves. The 
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net profits of the Banque de Syrie et du Grand Liban 
amounted to 2,975,624f. against 2,958,785f. for 1925. 
The dividend has been raised from 6 per cent. to 8 per 
cent. The net profits of the Banque Oustric amounted 
to 6,046,265f., against 3,752,489f. in 1925, but the 
dividend has been maintained at 5of. per share. The 
bank’s capital was raised from 15,000,000f. to 25,000,000f. 
in 1926, and has now been increased to 32,000,000f., 
with the participation of an Italian group. The net 
profits of the Banque de la Martinique amounted to 
2,158,587f. for the business year 1926-27. A dividend of 
174f. has been declared. 

The Crédit National, whose task is to finance the 
reconstruction of devastated areas, earned a net profit 
of 19,176,087f. for 1926. Its dividend has been fixed at 
8.25f. per share. The accounts of the Banque Industrielle 
de Chine (in liquidation) for the business year 1926-27 
show that all advances granted by the Banque Franco- 
Chinoise for the settlement of small depositors and of 
holders of bank-notes have been repaid. The year closes 
with a loss of 50,006,733f., covered out of the reserves, 
which have thus declined to 107,713,183f. 

The Banque Cotonniére has been recently established, 
with a share capital of 10,000,000f. Its object is to 
finance French cotton purchases in the United States. 
The Banque de Paris et des Pays Bas and several leading 
cotton-spinning enterprises are participating in the new 
bank. The Citroén company is establishing a financial 
house with a capital of 20,000,000f., under the name of 
Société de Crédit 4 l’ Industrie Automobil. The object of 
the company will be to finance instalment buying of 
cars. 
The only capital increase announced recently is that 
of the Banque de la Réunion, which will raise its share 
capital from 3,000,000f. to 6,000,000f. It is the bank of 
issue of the colony of Réunion. The _ note-issuing 
privilege of the Banque de l'Afrique Occidentale has 
been renewed until the end of 1927. 

The registration of the Société Générale (France) 
Bank Company, Limited, has created much interest both 
in London and in France. At first it was believed that 
the new subsidiary company of the Société Générale would 
take over the activities of the London branch of that 
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bank. It is understood, however, that this will not be 
the case. The scope of the newly registered subsidiary is 
strictly confined to certain kinds of transactions, while 
the London branch will continue its usual business. 





GERMANY 


Last month’s outstanding banking event in Germany 
was the issue of $25,000,000 five-year notes by the 
Deutsche Bank. This is the first transaction of the kind 
in German banking, though it is not unknown in other 
Continental countries, especially in Switzerland. The 
object of the issue is the redemption of short-term 
indebtedness abroad. It is possible that other leading 
German banks will follow the example, though no 
immediate issue is likely to take place. 

The only bank which published its report recently 
was the Deutsche Orientbank. During the financial 
year 1926-27 its profits amounted to 583,665 reichs- 
marks, as compared with 563,887 reichsmarks for 1925-26. 
The dividend has been maintained at 5 per cent. and the 
reserve has been increased to 1,000,000 reichsmarks. 
It is remarkable that, despite the expansion of the bank’s 
resources in Turkey, and its re-establishment in Egypt, 
its profits have not increased to a greater extent. It will 
be remembered, however, that even before the war this 
bank worked with very low profits, its principal aim 
being the assistance of German export trade in the Near 
East. Since the reopening of its Cairo and Alexandria 
branches it has become a strong competitor to British 
banks in Egypt. 

The only suspension announced during the month 
under review is that of the Luebecker Kreditbank 
G.m.b.H. Its management issued an explanatory state- 
ment, according to which heavy withdrawals of deposits 
during the last few months have necessitated this step, 
in order to enable the management to make arrange- 
ments for the reconstruction of the bank. The directors 
of the Deutsch-Hollaendische Bank, Dusseldorf, propose 
the liquidation of the bank. It was established during 
the inflation period, and after stabilization its share 
capital has been changed from 400,000,000 paper marks 
to 400,000 reichsmarks. In 1926 its losses amounted to 
229,000 reichsmarks. Another Dusseldorf bank with a 
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similar name, the Deutsche Niederlaendische Bank, 
which was also established during the inflation period, 
has been in liquidation for the past two years. 

It is possible that the Deutsche Ueberseeische Bank 
will withdraw from Bolivia, as the Bolivian Government 
has imposed a compulsory loan of 500,000 bolivianos 
upon its La Paz branch. The manager of that branch 
informed the Government that his head office instructed 
him to refuse the loan, and, should the Government insist 
upon its payment, to close down all Bolivian branches. 

As is well known, the 5 per cent. loan of 1927 of the 
Reich was taken Hy? mainly by German boils, under 
the pressure of the Government. Their resources have 
thus become immobilized to a considerable extent, as 
they were unable to sell the stocks without suffering 
substantial losses. To remedy the situation the Govern- 
ment has decided to take the unprecedented step of 
consenting to an increase of the rate of interest of the loan 
to 6 per cent. Until recently the banks did not benefit 
by the measure to any great extent, but it is hoped that 
they will now be able to unload the stocks without 
incurring losses. 

ITALY 

A severe crisis continues to prevail among small 
Italian banks. The latest failure was that of the Banca 
Andreis & Co., Turin. It was established in 1775, and 
specialized in the financing of the silk trade. Its deficit is 
estimated at 30,000,000 lire. The Law Courts refused 
an application for a settlement, and a warrant has been 
issued against the senior partner. Another bank affected 
by adverse circumstances, the Banca di Credito Popolare 
di Genova, will probably go into voluntary liquidation. 
The assets of the Banca Garibaldi, San Remo, which was 
declared bankrupt last year, amount to 20,000,000 lire 
only, against the original « estimate of 131,000,000 lire. 
The difference is e xplained by the fact that it is impossible 
to collect the greater part of the bank’s claims. The 
circumstances of the failure of the Banca dell’ Italia 
Centrale, Florence, will be subject to criminal proceedings 
before the Tribunal of Florence. Two banks which have 
suspended payments have made proposals for a settle- 
ment. The creditors of the Banca Conti & Co., Florence, 


have decided to accept the proposal. The Banca di 
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Credito Agricolo Provinciale, Alessandria, proposes to pay 
40 per cent. of its debts, amounting to 50,000,000 lire. 

The difficulties of these small banks may convey the 
impression that a general banking crisis exists in Italy. 
This certainly is not the case. The position of the big 
banks is entirely different from that of the smaller banks. 
The latter are at a considerable disadvantage, as they are 
not allowed to carry on foreign exchange transactions, 
except through the big banks. They are whale to collect 
large amounts of deposits, and take advantage of the wide 
margin between deposit rates and loan rates. Many of 
them seek compensation through entering into specula- 
tive dealings, often with fatal results. The large banks, 
on the other hand, enjoy the monopoly of the foreign 
exchange business, and can earn about 4 per cent. on 
the huge deposits they hold without running any undue 
risk. Their Bourse operations, entered into with the 
Government’s approval, in order to support security 
prices during the period of slump, have proved very 
profitable. The Consorzio Mobiliare Finanziario, which 
is controlled by the Banca Commerciale Italiana, and 
was engaged in such Bourse operations with a capital of 
210,000,000 lire, has earned a net profit of 24,250,000 lire. 
The Compagnia Financiere Nazionale, which is associated 
with the Credito Italiano, made a profit of 10,439,000 
lire on a capital of 150,000,000 lire. 


BELGIUM 


The process of adjustment of the banks’ capital to 
the new level of prices fixed by the stabilization of the 
franc at 175 has made further progress. The Crédit 
Général de Belgique has decided to increase its capital 
from 130,000,000f. to 150,000,000f. Holders of the 
existing shares have the right to take up the new shares. 
It is officially announced that the reports concerning 
the increase of capital of the Crédit Général du Congo 
are without foundation. The net profits of that bank 
in which the Banque de Bruxelles has an important 
participation, have increased from 5,600,000f. to 
about 10,000,000f. 

The National Bank of Belgium continued to increase 
its gold reserve. In addition to the purchase of the total 
production of the Kilo-Moto goldfields, it has bought 
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substantial amounts in the open market in London, and 
also from the Federal Reserve Bank of New York. 
Quite recently the National Bank has entered into an 
agreement with the Reichsbank to facilitate the transfer 
of funds between Belgium and Germany. The Reichs- 
bank has concluded similar agreements with a number of 
central banks in Europe. 


SWITZERLAND 

The Swiss bankers’ convention took place last month 
in Zurich. The Swiss Bankers’ Association, which has 
nearly 600 members, celebrates this year its fifteenth 
anniversary. The total resources of its members amount 
to about 154 milliard francs, of which 2} milliards repre- 
sent capital and reserves. Among the Swiss banking 
centres, Zurich holds the lead with forty-three banks, of 
which twenty-two are private banks. Next in impor- 
tance are Basle, with twenty-eight banks, and Geneva, 
with twenty-seven banks. In its annual report the 
Association deals at some length with the problem of 
foreign loans, which has been the centre of heated con- 
troversy in the Swiss Press. The report defends the banks 
against the attacks directed against them on the ground 
that, in issuing foreign loans, they divert Swiss capital 
from domestic requirements, which are thus covered 
only inadequately, or at a higher rate of interest. The 
report emphasizes that the issue of foreign loans is not 
the only channel through which Swiss capital can leave 
the country, if investors are desirous to take advantage 
of the higher yield of foreign securities. It states that 
the amount of foreign issues in Switzerland was by 
no means excessive, and that all legitimate domestic 
requirements were satisfied. 

It is reported that the Federal Government and the 
Swiss National Bank intend to take steps to enforce their 
control over the foreign loan market. Though the banks 
have voluntarily undertaken to notify these authorities 
of any important foreign issue they intend to float, 
several foreign loans which did not meet the approval of 
official quarters have nevertheless been issued recently. 
The Government may possibly introduce legislative 
measures to enforce its authority over the banks in this 
respect. 

BB 2 
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The Zurich banking firm, Dr. Felix Pinkus, which was 
established in 1922, and specialized in business with 
Turkey, has declared a deficit of 1,400,o00f. Recently 
the firm wanted to establish a branch in Turkey. Its 
losses are believed to have originated from financing 
tobacco imports from Turkey to Fr rance. A Berlin bank 
is interested to the extent of 200,000f. 


DENMARK 


On September 15 the Danish National Bank opened 
in its own premises a bankers’ clearing house, which is the 
first institution of this kind in Denmark. It has been well 
received in Danish financial circles, as it has materially 
improved banking facilities. No further progress has 
been made regarding the reconstruction of the Land- 
mandsbank. On the other hand, the liquidation of the 
Disconto-og Revisionsbank has made further headway. 
The National Bank has agreed to make the necessary 
advance to the liquidators of that bank to distribute a 
further dividend of ro per cent. The bank suspended 
payments in 1924, and up to now 60 per cent. was paid. 
It is hoped that the total payments will be between 
74 and 8o per cent. 

NORWAY 


No new banks have been placed under public admini- 
stration during the last few months, and the reconstruc- 
tion of the weaker banks is making steady progress. 
The Centralbanken for Norge and the Andersens og 
Bergens Kreditbank, which are under public administra- 
tion, will be wound up. Two new banks will be established 
in their place, probably with the participation of foreign 
capital. The Oslo exchange further improved during 
September, presumably in anticipation of Norway’s 
return to the gold standard at an early date. As, how- 
ever, Parliament does not meet until January, nothing 

can happen in the meantime. 
SPAIN 

The reduction of the interim dividend of the Bank of 
Spain resulted in a decline in the shares of that institution. 
It is believed that the final dividend will be also lower than 


last year. The main cause of the decline of its profits is 
the diminution of its rediscounts, owing to the monetary 
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ease brought about by the influx of foreign funds for 
speculative purposes. In September, rediscounts were 
500,000,000 pesetas below the corresponding figure for 
1926. Jt is rumoured that the Spanish Government 
intends to raise a loan in New York, so as to consolidate 
part of the country’s external floating indebtedness. 


HOLLAND 


During the month of August the amount of new issues 
in Amsterdam was 39,700,000 guilder, of which 8,750,000 
guilder was issued for conversion purposes. Of the fresh 
capital raised last month, 28,900,000 guilder represented 
external loans, and only 2,200,000 guilder internal loans. 
During the first eight months of last year, the total 
amount of new issues was 339,700,000 guilder, against 
248,100,000 guilder for the corresponding part of 1926. 
Issuing profits will therefore be considerably higher than 
last year. 

AUSTRIA 

The banking situation in Austria is much sounder 
than it was a year ago. In the course of 1926 the number 
of banks declined from 170 to 128, as a result of amalgama- 
tions, liquidations, and failures. The number of bank 
employees, which was over 25,000 in 1923, is now 
about 19,000. It is believed that there will be further 
amalgamations, though not among the leading banks. It 
was stated recently that the Merkurbank of Vienna will 
amalgamate with another bank, but this was subsequently 
denied. The bank is undergoing a thorough reorganiza- 
tion, and will close down several of its branches and 
reduce the number of its employees. The Vienna metal 
firm of Jakob Neurath, in whose difficulties a number of 
British and Austrian banks are concerned, is stated to 
have offered its creditors a settlement of 35 per cent. 


BULGARIA 


The report of the Central Bank of Bulgarian Provincial 
Banks for the year 1926 gives an account of the rapid 
expansion of that institution during its short existence. 
It was established last year by eleven provincial banks, 
while at present its members number twenty-five, 
representing a total share capital of 100,000,000 leva. 
The bank’s own share capital, held by the member banks, 
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has been increased from 12,000,000 leva to 20,000,000 
leva, and the board of directors is empowered to increase 
it to 50,000,000 leva. 


CZECHOSLOVAKIA 


Now that all Czechoslovak banks have published their 
reports for 1926, it is possible to survey the banking 
position at the turn of the year. The following table 
compares the figures of the eleven leading banks of 
Prague for December 31, 1926, with those of December 31, 
1925 


Capital. Reserves. Debtors. Creditors. Net Profits. 
1926. 1925. 1920. 1625. 1926. 1925. 1926. 1925. 1926. 1925. 
(In Millions of Kronen.) 

Zivnostenska Banka -- 200 200 239 172 = 2,616 2,743 2,451 2,4: 39 39 

Boehm. Unionbank -. 200 200 157 130 2,178 2,261 1,467 958. 30 33 

Boehm, Escomptebank .. 200 200 170 126 2,009 2,508 1,495 K 30 34 
Industrialbank . 2 210 65 64 1,383 1,437 1,092 H 19 18 
Bank fur Handel und In- 2 120 62 56 999 1,027 750 ‘ 21 21 

dustrie. 

Anglo - Czechoslovakian 2 120 72 2 1,095 925 870 33 20 17 
Bank. 
Prager Creditbank as 67 1,194 1,380 1,076 f 18 18 
Boehm. Bankverein nia 75 75 14 601 619 457 d 6 


Boehm. Commercialbank 75 75 37 3 536 566 367 : 7 7 
Tschechoslovak Agrarbank 60 60 28 27 404 556 476 2 6 5 
Deutsche Agrarbank o §8 32 9 t 437 423 376 33 2 2 


It is announced that the provincial bank Nitraer 
Zentralbank, which closed down soon after the war, will 
now be reconstructed. Its share capital will be written 
off completely, and will then be raised to 2,000,000 
kronen. The reconstruction will be carried out under the 
auspices of the Slovakian General Credit Bank. 


RUMANIA 


The general scarcity of credit in Rumania_ has 
resulted in the failure of a provincial bank, the Banca 
Bihoreanan, of Oradea Mare. In order to provide funds, 
this bank offered a deposit rate of 20 per cent. By such 
means it succeeded in attracting deposits to the amount 
of 70,000,000 lei. Early in September, however, it got 
into difficulties, and had to suspend payments. Its total 
liabilities are estimated at 100,000,000 lei. The bank 
now desires its depositors to consent to leave their de- 
posits there for two years at 8 per cent. interest. Under 
certain conditions the National Bank of Rumania, the 
Banca Romaneasca, and the Banca Albina, are prepared 
to assist the bank. It is not known yet whether it will be 
possible to save the bank from bankruptcy. Another 
provincial bank which got into difficulties is the Municipal 
Bank of Nagybanya. 
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Most foreign banks operating in Rumania have 
published their accounts for 1926. The following table 
compares their figures for last year with those of 1925 : 

Deposits and 
Discounts. Debtors. Creditors. Net Profits. 


1926. 1925. 1926. 1925. 1926. 1925. 1926. 1925. 
(In Millions of Lei.) 


Anglo-International Bank .. a6 és 20°3 28°7 329 335°7. 3368 3687 2" 18 
Banque Belge pour |’Etranger si oo ay 619 575°6 5166 8602 863°7 2" 116 
Bank of Rumania .. os ee ‘2 -~ “= 365°4 309°2 4084 398'9 “2 12°9 
Dresdner Bank a = ne 0'2 88 784 101°5 123°8 . 7 


15°5 
Hungarian Credit Bank a Pe 143°3 486°6 - 582°1 “ 79 
37°5 110 143°9 9 
8 


Hungarian Commercial Bank of Pe sth — 
100°'r =: 1136 106°7 127°9 "4 


Wiener Bankverein .. oe os 9°6 4 


It appears ‘eas these figures that among the bieitaa 
banks established in Rumania, the Banque Belge pour 
l’Etranger occupies the strongest position. 

The National Bank of Rumania, which has a gold 
deposit of about £4,000,000 in the Bank of England, sent 
in August unrefined gold to the amount of about £800, 000 
to the Royal Mint, and ordered coins with the effigy 
of the late ‘King F erdinand. 


JUGOSLAVIA 


The National Bank of the Kingdom of Serbs, Croats 
and Slovens is still without a governor, although it is 
more than a year since M. Weiffert resigned that post 
which he held for twenty-six years. The Government 
desired to nominate a politician, but the directors refused 
to elect him. The bank was under the management of 
Dr. Protic, the deputy-governor, but in August he also 
resigned. M. Ljuba Sreckovic, the president of the 
Exporters’ Association, has been appointed acting gover- 
nor pending the appointment of a new governor. In 
Jugoslav financial circles the solution of this problem 
is regarded as urgent, as conditions are far from settled. 

The National Bank continues to make efforts to induce 
the banks to lower their interest charges. One of the 
principal causes of the high rate of interest is the absence 
of specialization in any particular branch of banking. 
Banks have to undertake a great variety of transactions 
which they do not understand sufficiently, and suffer 
losses in consequence. They charge high interest rates to 
cover such losses. There are too many small banks in the 
country and the National Bank is endeavouring to induce 
them to amalgamate, in order to reduce costs and risk. 

Since the war Zagreb has developed into an important 
banking centre. In many ways it has overshadowed 





348 THE BANKER 





Belgrade, because of its better connections with Vienna, 
and through Vienna with the western financial centres. 
At the end of 1926, the number of banks in Zagreb was 
thirty-one, with a total paid-up capital of 524,750,000 
dinar, a decline of 64,500,000 dinar, which was due to 
the failure of the Slavenska Banka. Their reserve funds 
totalled 191,000,000 dinar. 
POLAND 

The reorganization of Polish banks continued during 
the past month, the principal event being the recon- 
struction of the Bank Malopolski. The bank’s deficit 
amounted to 916,000 zloty in 1925, and to 1,327,000 
zloty in 1926. To cover this deficit, the share. capital 
has been reduced from 3,000,000 zloty to 1,000,000 
zloty, and will then be increased to 5,000,000 zloty. 
Of the new shares, 1,000,000 zloty will be offered to the 
holders of the existing shares, and 1,000,000 zloty will 
be taken over by a Polish group represented by Count 
Wiadyslaw Jezierski, Prince Junus Radziwill, Count 
Alexander Skrzynski, Dr. Tadeus Starzewski, and Count 
Zdislav Tarnowski. The remaining 2,000,000 zloty will 
be taken over by a foreign group including the Oester- 
reichische Bodenkre ditanst: ult, and Belgian financial in- 
terests. Half of the latter amount will be paid in cash, 
while the other half will be paid in the shape of Polish 
Union Bank shares held by the Bodenkreditanstalt. 
The Polish Union Bank will thus be absorbed by the Bank 
Malopolski. 

The State Agricultural Bank has increased its capital 
from 25,000,000 zloty to 100,000,000 zloty. It is believed 
that, in connection with the coming loan, an increase of 
the Bank Polski’s capital will also take place shortly. 
According to an official announcement, the Bank Polski 
does not intend to repatriate, for the time being, its geld 
deposit held at the Bank of England. Originally, the 
gold served to secure a credit obtained from the Federal 
Reserve Bank of New York, but that credit has been paid 
off since, and the reserve has been increased by additional 
gold purchases. 

The Polish Cabinet has decided to order the liquidation 
of the Bank Narodowy, on account of a report submitted 
by the Inspectorate of Banks, stating the bank’s methods 
have been both irregular and careless. 
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FINLAND 


The Aktiebolaget Unionbanken intends to raise its 
capital from 100,000,000 marks to 150,000,000 marks, 
and the Helsingfors Aktiebank will increase its share 
capital from 90,000,000 marks to 150,000,000 marks. 
Other prospective capital increases include that of the 
Handtverkare Aktiebanken i Finland from 11,000,000 
marks to 17,000,000 marks, and the Atlas-Bank A.B. 
from 6,000,000 marks to 12,000,000 marks. Up to now 
nine banks increased their capital this year, as compared 
with five during 1926, one in 1925, four in 1924, and two 
in 1923. The total amount of new banking shares issued 
this year is well over 200,000,000 marks, and is in excess 
of the total banking shares issued since the war until 
the end of 1926. These capital increases have become 
necessary owing to the increase of deposits held by the 
banks, which has resulted in a reduction of the ratio 
between deposits and the banks’ own resources. The 
following table shows the changes in the ratio since before 
the war :— 

Own Funpbs IN PER CENT. OF DEPOSITS. 
After 
Dec. Dec. Dec. July com- 
31, $f, 3%, 31, pletion 
1913. 1922. 1920. 1927. of new 
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Suom Maat.p 
Sparb. Centr.b re oe 
Sédra Finl.b. ie wa a 2 13 
Maak Kesk.p. a od 
Savo Karyj.p. mee ha is - k 33 
Handtverk.b. 5% : iN 
Pohjolanpank ki ne i <a d 18 
Abolandsbank (1924) ar a 48 
Luottopankki at i =r 53 
Atlas-Bank .. a a - 16 
Vientipankki “3 ar oe : 00 
Alandsbank .. ar ‘in za 32 £7 
Lantmannab. “a oa és 17 : 23 
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As these figures show, the recent capital increases 
have practically restored the pre-war ratio in the case of 
most banks. 
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LATVIA 


The Farmers’ Bank of Riga recently got into difficul- 
ties, but managed to avoid a suspension. It has met its 
liabilities to the Finance Ministry and to the Bank of 
Latvia. This latter institution finds it difficult to 
recover some of its claims; quite recently it had to 
acquire an insolvent cement factory against which it 
had a claim of 250,000 lats. As it is not strictly within 
the scope of a central bank to run a cement factory, the 
Bank of Latvia will have to decide what to do with its 
new acquisition. During the first half of 1927 the 
Latvian Land Bank granted 24,350 loans, amounting to 
25,496,000 lats. At present the demand for loans is 
much lower than in the earlier part of the year. 


ARGENTINA 


Many Argentine banks end their business year on 
June 30, so that their accounts are just being published. 
Some of them show a considerable improvement as 
compared with the business year 1925-26. For instance, 
the Nuevo Banco Italiano earned a net profit of 
2,379,437 pesos, as compared with 1,949,637 pesos in 
1925-26. The dividend has been raised from 24 per 
cent. to 30 per cent. On the other hand, the net profits 
of the Banco Frances del Rio de la Plata show a slight 
decline to 1,155,681 pesos. Its dividend has been main- 
tained at 7 per cent. The net earnings of the Banco 
Argentino de Finanzas y Mandatos for the business year 
1926-27 amounted to 425,237 pesos. <A dividend of 
20 per cent. will be distributed. The directors propose 
to increase the capital to 3,000,000 pesos. 

On August 18 the Banco de Italia v Rio de la Plata 
completed fifty-five years of existence. The institution 
is regarded as one of the strongest in Argentina, and is 
credited with having contributed to a great extent to 
the prosperity of the country. This anniversary finds 
the bank in a solid position. According to its last 
balance sheet, dated June 30, 1927, its deposits amounted 
to $189,797 gold and $248,249,914 paper. Discounts 
and advances amounted to $35,957 gold and $164,576,969 
paper. 
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BRAZIL 


The Brazilian Stabilisation Office opened a branch in 
London last month, at the premises of the Brazilian 
Treasury Delegation, 20 Copthall Avenue. Dr. Oscar 
Bormann, Brazilian Treasury Delegate, will be in charge 
of the branch. The new arrangement does not interfere 
with the relations of the Federal Government with 
Messrs. N. M. Rothschild and Sons, who remain their 
fiscal agents, and will carry out the gold transactions of 
the London branch of the Stabilisation Office. 

It is reported from Rio de Janeiro that a British 
banking group, headed bed Messrs. Lazard Brothers & Co., 
Ltd., has granted the Sao Paulo State Bank a credit of 
£5,000,000. The credit is guaranteed by the Sao Paulo 
Coffee Institute, and its object is the financing of the 
coffee crop. The advances will be granted by the banks 
and by the Coffee Institute at a rate of interest of 
8to to percent. The credit is granted for twelve months, 
with an option for a renewal for another six months. 


GUATEMALA 

The Banco Central de Guatemala will pay for its first 
business year ended June 30, 1927, a dividend of Io per 
cent. Of its authorized capital of 10,000,000 quetzals, 
2,500,000 quetzals have been subscribed up to now, 
while the paid-up capital amounts to 1,250,000 quetzals. 
The balance sheet shows a note circulation of 7,940,000 
quetzals, gold reserve 2,610,000 quetzals, and gold 
balances 2,160,000 quetzals. The Banco Central has 
inherited from the former banks of issue and from the 
Government a note circulation amounting to 473,420,000 
pesos, equal to 7,560,000 quetzals. Part of this liability 
has been paid for by the transfer of the gold reserves to 
the new central bank, while the rest will have to be paid 
off by the Government in four years. The note-issuing 
rights of the Banco de Guatemala, the Banco Inter- 
nacional de Guatemala, the Banco de Occidente, the 
Banco Agricola Hipotecario, the Banco Americano 
de Guatemala, and the Banco Colombino have been 
withdrawn. 

PARAGUAY 

The report of the Banco de la Republica, Asuncion, 

for the business year 1926-27, states that during the 





















352 THE BANKER 
period under review it was not possible to expand the 
bank’s operations, owing to the bad crop and the falling 
prices. On the other hand, strict economy was enforced, 
as a result of which it was possible to increase the net 
profits from 150,094 gold pesos to 251,202 gold pesos. 
The dividend has been raised from 3 per cent. to 5 per 
cent. The Banco de la Nacion, Buenos Aires, intends to 
open a branch in Asuncion. To comply with the require- 
ments of the Paraguay legislation the branch will be 
assigned a capital of its own. 
PERU 

The firmness of the Peruvian pound has attracted 
much attention during the last few weeks. It is attri- 
butable to rumours concerning negotiations for a loan of 
$15,000,000, but the high price of cotton and sugar is 
also responsible in part for the favourable trend. Reports 
according to which Professor Kemmerer will be invited 
to Peru to advise the Government as to a currency 
reform are discredited. 

JAPAN 

The four leading Japanese financial houses, the Mitsui, 
Mitsubishi, Yasuda, and Sumutomo Banks, have agreed to 
establish a special institution for the purpose of accele- 
rating the readjustment of the banks which suspended 
payments during the recent crisis. Its name will be 
Showa Bank, and will absorb a number of closed banks, 
as well as several existing ones. It is understood that the 
Fifteenth Bank will not be absorbed by the new firm. 
The Bank of Japan has agreed to make advances at a 
low rate of interest to the new institution, which will 
have a capital of 10,000,000 yen, 6,000,000 yen of which 
will be raised through public subscription. 


CHINA 


The Cantonese native banks were called upon by the 
Nationalist Government to grant a forced loan of 
$4,000,000 for the purpose of supporting the notes of the 
new central bank. As the banks refused to comply with 
the Government’s demand, the military authorities 
closed down all the banks on September 2. This step 
created much confusion in the city. The banks decided 
eventually to take up the $4,000,000 forced loan. 
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The Interior Decoration of Banks 
By R. W. Symonds and R. Lutyens 
may be worth considering in connection with bank 


decoration, it is convenient to make an arbitrary 
distinction between two types of bank buildings. There 


[: any brief survey of some general principles which 


BARCLAYS BANK LIMITED, 160 PICCADILLY 
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are the local or country branches, often adaptations from 
old buildings, or built in a traditional manner; and there 
are the great city offices, the many modern and impor- 
tant buildings which are springing up to house the 
great joint-stock companies and their more important 
branches. 

The former obviously lend themselves to the most 
simple treatment, but while very much may be said on 
the subject, since the standard of a great many of these 
branches is not very high, for present purposes much 
greater interest perhaps attaches to the latter. 

Here, as in all matters of decoration, Form must 
invariably follow Function. This might be regarded as 
a platitude, were it not that the habitual neglect of this 
first principle renders its emphasis so necessary. The 
decorator, as the architect, is primarily concerned both 
with the requirements of use and the requirements of 
beauty. In the conflict between the two lies his chief 
difficulty; while the nice adjustment of the two in relation 
to each other is his greatest achievement, and surest 
mark of success. 

Having regard to definitely new tendencies in build- 
ing, the continual emphasis on the vertical effect and the 
impressiveness achieved by a severity of line, one wonders 
why it should be necessary to treat interiors with 
elaborate classical orders, heavy plaster cornices, country 
shop counters, and post office ironwork. The interiors 
of many of the big French and American bank buildings 
are infinitely superior to our own in this respect, although 
the latter sometimes appear to be labouring unduly 
under a pseudo-Byzantine influence. But they present 
an appearance of security and confidence and general 
suitability. And, indeed, suitability must be a 
governing consideration. It must be necessary to 
determine in one’s mind, and to have a more or less 
precise notion of, the importance and functions of a 
great bank. 

Naturally, in the great majority of cases, the decorator 
has got to take the interior of the building, so far as the 
structure is concerned, very much as it has been be- 
queathed to him. In such cases his ingenuity must be 
concerned with the appropriate use of colour, material, 
and lighting, and, of course, with the general disposition 
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THE ANTWERP BRANCH OF THE WESTMINSTER FOREIGN BANK 


FURNITURE DESIGNED FOR A BANK MANAGER'S OFFICE 
BY MESSRS. HEAL 





THE BANKER 


THE PUBLIC HALL OF THE HALIFAX BUILDING SOCIETY 


si abe Be 
a rc 


BD ae te 


THE CHAIRMAN’S ROOM AT MESSRS. FURNESS, WITHY AND COMPANY 





Contract carried out under the supervision of Messrs. Waller & Sons, Gloucester 


High Class Joinery Work 


We are constantly being employed to supply high class 

woodwork, including joinery work and panelling of 

modern and period design, one of our most recent contracts 

having included the work for the reconstructed premises 

of Messrs. Lloyds Bank, Corn Street, Bristol, a portion 
of which is illustrated above. 


ENQUIRIES INVITED FROM ARCHITECTS 


GEORGE PARNALL 


GEORGE G. PARNALL, Proprietor. &* CO. 
CHIEF FACTORY : COLISEUM WORKS, PARK ROW, BRISTOL 
Telephone : Bristol 4773 (3 lines) Telegrams : “ Fittings, Bristol ” 


EVELYN HOUSE, OXFORD STREET, LONDON, W.1 


Telephone : Museum 7101 & 7102 Telegrams : “ Geparnalco, Westcent, London ” 
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of fittings and furniture. He is also able to do a tre- 
mendous amount to improve a doubtful interior by 
effective wall and ceiling treatment. In this respect 
compare the charm and dignity of the view illustrated 
of the banking hall of the Westminster Bank’s premises 
at Antwerp with the public place of the Halifax Per- 
manent Building Society. Look how crowded and 
meaningless is the latter, how trite the panel mouldings, 
accentuating the lowness, of the ceiling ; how particularly 
vulgar the enrichments and ornamentation to the pillars 
and counter panels. 

Again, compare the alabaster electric-light ceiling 
fittings with those in the Antwerp bank. These last, 
while essentially modern in design and conception, are 
in effect completely simple and eminently suitable to 
their purpose. When a banking hall or public place 
is of mean proportions, it is then twice as important to 
avoid any “ busyness’”’ of ceiling and wall treatment, 
and over-ornamentation must always give place to the 
serious line and the effective contrast of various 
features. 

With regard to material, this must in all cases be 
primarily serviceable. For counter work there is very 
little preferable to marble and iron, and skirting should 
always be treated with marble or stone, as these receive 
the most frequent ill-treatment. Marble is, of course, 
expensive and many architects are uncommonly fond of 
using French stuc, this being an excellent and permanent 
material. Iron and polished wood go together extremely 
badly ; and it is presumably because polished mahogany 
is so constantly used (one wonders why) that decorators 
usually resort to machine-made penny-bronze ironwork 
as being more harmonious. Yet, where it is necessary 
for reasons of economy to use wood, it is a matter of 
unprofitable speculation to wonder why unpolished 
woods are not more generally used. These, and such 
charming woods as grey oak, have a natural beauty in 
their grain. With these woods, also, it is possible to 
use hand-wrought and burnished iron for grilles and 
railings. It is always preferable to anything turned out 
by a machine. 

Reverting again to the use of marble: this is always 
of valuable assistance to a decorator in his colour scheme, 
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Heating Systems versus Decorations 


The absolute cleanliness of the UNITY Tubular 
Electric Heating System gives longer life to interior 
decorations. It is proved the most efficient and 
healthy means of heating buildings where a large 
staff is employed, eliminates fire risks, is light_in 


weight, yet of great mechanical strength, gives 
required temperature in a few minutes as compared 
to hours with hot water heaters, can be regulated 
to suit the weather, znd can be fitted just where 


the heat is required. 


i Tubular 


Electric Heating System 


A copy of our literature “‘ The Unity Tubular 


Heating System” 
request by letter. 


will be sent on receipt of 


YOUNG, OSMOND & YOUNG LTD 
7 Carteret Street, Westminster, S.W.1 


ily 
67 


By SPECIAL APPOINTMENT 


CAGLIOLA MARBLE Z@& 


An old Italian process, revived in the early part of the Sixteenth 
Century by Guido Sassi ; is not a surface decoration, but a thoroughly 


artistic material. 
Wyatt about 1750. 


It was introduced into this country by Mr. J. ff 
It has been manufactured by this firm for the § 


last 125 years, and fixed in many of the most important buildings ff 
in the Kingdom. { 


COLUMNS, PI 


LASTERS, &c., &c. 


~ ‘To HIs MAJESTY. 


STEEL STANCHIONS SURROUNDED WITHOUT SHOWING JOINT. 
THE BEST OF MARBLE SUBSTITUTES. 





REFERENCES TO MANY BRANCHES OF THE 


NATIONAL PROVINCIAL BANK, PORTSMOUTH. 


BELLMAN, IVEY & CARTER, LTD., Linhope St., Dorset Sq., London, N.W. 


Telephone : No. 4054 Paddington. 


MIDLAND BANK ITD. 

WESTMINSTER BANK LTD. 

LONDON & SoUTH WESTERN 
BANK. 

BANK OF AUSTRALIA. 

UNION BANK OF AUSTRALIA, 
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ROYAL BANK [,1D. 

IAVERPOOL& MARTINSBANX. 

NATIONAL BANK. 

Cox’s BANK. 

ANGLO EGYPTIAN BANK. 
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HIBERNIAN BANK. 
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LONDON JOINT STOCK BANK, 
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ULSTER BANK. 
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AFRICA, 

NORTHERN BANK. 

NATIONAL BANK OF SCcOoT- 
LAND. 
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BANK. 
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BANK. 

BANK OF BENGAL, 

BoLituos BANK, 

BELFAST BANK, 

UNION OF LonpoN & SMITu’S 
BANK. 


Telegrams: ‘‘ Grasp, London.” 





360 THE BANKER 


since there can be few forms of treatment so effective or 
so suitable to bank interiors in the ingenious employment 
of coloured marbles, which exist in infinite variety. 

Scagliola marble, time honoured by use by the 
greatest architects, is always an adequate substitute for 
the real stone. It is durable—if not so durable—and 
can be obtained equally in as many colours as the 
decorator could require. 

With regard to lighting, in the majority of banks 
resort is far too freely made to pendant fittings and 
alabaster bowls. These, apart from being in any case 
a little commonplace by virtue of their excessive use in 
nearly all business premises, throw far too much light 
on the ceiling; and this, if the illusion of dignity and 
loftiness is to be maintained, is just the effect which is 
not required. Possibly the best ceiling treatment is 
subdued lighting concealed behind an unobtrusive cornice 
beneath a small cove. For general purposes, carefully- 
designed standard lamps on counters, with inverted 
shades, provide as good a scheme as anything else. 

With regard to directors’ rooms and board-rooms in 
the larger banks, one wonders why a totally different 
character is so often resorted to. Why suddenly pass 
from a lofty banking hall, treated in a modern manner 
and suitable to modern purposes, to a directors’ room 
which is nothing but a rather indifferent replica of a 
Queen Anne or Georgian sitting-room ? One imagines 
that it might be much more pleasing to obtain throughout 
one homogeneous effect—simple though bold in line, rich 
in contrasting materials, and avoiding undue emphasis 
on unnecessary elaboration. 

In conclusion, it might be worth while drawing atten- 
tion to the British Bank of South America, Sao Paulo. 
If one may be permitted to judge by photographs, the 
treatment of this bank appears to be as adequate as 
anything which one has recently seen—lighting arrange- 
ments, counters, ironwork, the elaboration of the great 
iron doors, which is in most excellent taste, and the 
proportions of the interior structure generally being all 
admirable. The Bank of British West Africa at Liverpool 
is also very much superior to many in decoration. 
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The Bank of England 


Rebuilding Progress 


HE half-yearly General Court of the Governor and 
Company of the Bank of England was held on Sep- 
tember 22 in the bank parlour. The Right Hon. 

Montagu Collet Norman, D.S.O., the Governor, who 
presided, said that the profits of the half-year ended 
August 31 last, after making provision for all con- 
tingencies, were £696,632 15s. 3d., making the amount 
of the “rest” on that day £3,720,813 4s. 4d., and 
that, after providing for a dividend of 6 per cent., 
less income tax, the “rest’’ would be £3,022,269 4s. 4d. 
The court of directors, therefore, proposed that a half- 
year’s dividend of interest and profits be made on 
October 5 of 6 per cent., less income tax. 

Mr. E. M. Rodocanachi said he had seen a statement 
in the Press recently that it was proposed to spend as 
much as £5,000,000 on the new building, and that caused 
some anxiety as to whether this very large expenditure 
might some day affect the dividend. He desired to have 
some assurance that the large expenditure would be dealt 
with otherwise than by any reduction of the small 
dividend which the proprietors were receiving. He also 
ventured to ask whether the directors were satisfied with 
the progress of the new building. He was told that it 
was proposed to remove the magnificent and delightful 
room in which they were meeting, and reinstate it in the 
new building. He hoped they would be able to carry 
that out. 

The Governor, in reply, said that for several years 
past the court had been endeavouring to make provision 
for rebuilding, and he could not conceive that the cost 
of that rebuilding, without knowing precisely what it 
was going to be, was at all likely to affect the dividend. 
On the second point, he thought it true to say that the . 
alterations were progressing slowly but satisfactorily, 
that, so far as they had gone, the court were content, 
and did not intend to hurry them. They had made 
provision for such accommodation outside as enabled 
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them to carry on easily while the works were in progress. 
They, therefore, could afford to have all the advantages 
of slow and careful building. It was quite true that that 
room would disappear, as, alas! would the garden, and 
also the rooms adjoining. The garden, he was afraid, 
they could not replace or recover, but that room and the 
other best rooms they would most certainly hope to 
replace in such a position in the new building that 
Mr. Rodocanachi would not even know that they had 
been moved. That would be done with the greatest 
care. They were not only intending to remove or replace 
that room, but many of the halls—the domical halls in 
which the banking business and the stock business used 
to be carried on. 


The National Bank of Australasia 


Mr. J. G. Hancorne, who for the past eight years has 
acted as London manager to the National Bank of 
Australasia Limited, has been appointed State manager 
for South Australia, and has sailed for Australia to take 
up his appointment. Mr. L. J. McConnan, hitherto 
South Australian State manager, has been appointed 
London manager of the bank. 





Following the death of Mr. Arthur E. Wall, Mr. A. S. 
Rogers, secretary of the London and Lancashire Insurance 
Company, has been appointed assistant manager, and 
Mr. Thomas Wallas has been appointed secretary. At 
the last meeting of the company Mr. Charles Hendry, 
one of the managers, referred to Mr. Rogers, “‘ with his 
resourceful mind, as a valued colleague who could always 
be relied upon.” Mr. Rogers has had the advantage of 
long working in close association with Mr. F. W. Pascoe 
Rutter, the governor of the company, and he has been 
regarded as one of the ablest of the younger insurance 
men. Mr. Wallas is recognized as a specialist in company 
accounts, and recently won the prize of the president 
of the Insurance Institute of London for a paper on the 
subject. 
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Banking in Scotland 
By the Right Hon. William Graham, LL.D., M.P. 


(Chairman of the Public Accounts Committee, House of Commons, formerly 
Financial Secretary to the Treasury) 


HEN the Bank of Scotland, the oldest of the 

WW Scottish institutions, was founded in 1695, the 
population of Scotland was probably less than a 

million ; up to that point goldsmiths and merchants had 
supplied such banking facilities as were required. The 
natural resources of the country were relatively un- 
developed. Modern Glasgow, which itself has now more 
than a million people within its general territory, had 
hardly begun; in fact, it does not appear to have had 
banks as we now understand them until 1750. In the 
year following the foundation of the Bank of Scotland a 
branch system was attempted from Edinburgh, but then, 
as now, Glasgow was probably pleasantly critical of 
excursions from the capital. Not for another century 
was the branch system firmly established. It is now the 
basis of a remarkable provincial activity. Born in this 
atmosphere, when Scotland economically was just waking 
up, the Bank of Scotland has had for two and a-quarter 
centuries an outstanding place among the financial houses 
of Great Britain; and for nearly a century it has been 
closely identified with the rise and development of 
industrial Scotland. Amalgamations have always been 
characteristic of banking progress. The Bank of Scot- 
land absorbed the Central Bank, which it purchased in 
1868, and the Caledonian Bank, in 1907, the step in both 
cases adding valuable branch establishments in different 
parts of the country. In a very real sense in this respect 
it is the Bank of Scotland. The original capital of 
£1,200,000 Scots was equivalent to {£100,000 sterling ; 
of that amount two-thirds were subscribed in Scotland 
and one-third in London. But with the growth of 
business subsequent Acts of Parliament have enlarged 
the authorized capital ; and in 1920 an important statute, 
besides more completely defining its powers, amended 
and codified the existing constitution of the bank. 
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A few weeks ago the Royal Bank of Scotland celebrated 
two centuries of effort, having been incorporated by 
Royal Charter on May 31, 1727. Its history, too, recalls 
the fact that at the time of formation Edinburgh was 
the business and social centre of Scotland, with 
Glasgow a town of comparatively small importance. 
As is well known, the Royal Bank was indirectly the 
outcome of the financial arrangements attached to the 
Treaty of Union between England and Scotland, par- 
ticularly in the equivalent of £398,000 which England 
agreed to pay to Scotland for the increased fiscal respon- 
sibilities undertaken by the latter in the alliance. That 
equivalent included reimbursement of the Scottish people 
who had sustained losses in the ill-fated scheme for the 
colony at Panama and the Darien Company. But, since 
this equivalent was not equal to all the legitimate claims 
upon it, the issue of debentures to outstanding creditors 
paved the way for the formation of a company which 
in turn, in 1727, secured a Royal Charter, under which 
those who were willing to transfer their stock became 
incorporated in a new company called the Royal Bank 
of Scotland. This transferred stock, amounting to over 
£111,000, was the first capital of the bank, which later 
obtained the usual powers to make substantial increase. 
At the celebrations this year it was recalled that eight 
successive Royal Charters and three Acts of Parliament 
formed the constitution of the bank, whose capital is 
now £2,500,000. Like most of the Edinburgh institutions 
it began business in the Old Town, in the Ship Close, off 
the High Street, near to its then only rival, the Bank of 
Scotland. Politically the Bank of Scotland was Jacobite 
and the Royal Whig, and from the start the new 
establishment had the favour of the Government; open 
continuously for two hundred years, the account with 
the Bank of England is the oldest on its books. Like 
the Bank of Scotland and, indeed, in common with all 
the other large Scottish banks, the Royal absorbed other 
institutions, such as the Dundee Banking Company, 
which was purchased in 1864, giving the Royal a definite 
influence in the east of Scotland. Unlike some of its 
Scottish neighbours it remains, so far as amalgamation 
with the Big Five is concerned, an independent Scottish 
bank; but there was more than a touch of romance in 
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its purchase of Drummond’s Bank in 1924, for Andrew 
Drummond, the founder of that house, with more than 
two centuries of tradition in the west end of London, 
had been one of the original proprietors of the Royal 
Bank of Scotland. 

In order of seniority the British Linen Company Bank 
is third. Incorporated in July 1746, its early effort 
knew the unsettled conditions which immediately fol- 
lowed the 1745 Rebellion. Political and social unrest 
were considerable; but a growing influence urged the 
importance of manufacturing and trading enterprise as 
a cure for the excitements of the time. In substance it 
was thought that the Government or other authority 
should offer direct encouragement to linen manufacture, 
which had just been introduced. Many believed that it 
would become the staple industry of Scotland. They were 
so far successful in obtaining a charter which established 
the British Linen Company, with authority to raise a 
corporate capital of £100,000; and as the name indicates 
the company in the early days itself engaged directly 
on its own account in the importation of flax and the 
manufacture of yarns and linens, a practice which in 
turn gave way to the provision of banking facilities for 
the men immediately engaged in the industry and for 
others. Gradually the company withdrew from the 
mercantile world, its trading operations concluding in 
1763; thereafter it was purely a banking concern. Since 
that time the British Linen Bank has made steady 
progress; it had also a long connection with the heart 
of Edinburgh, for its first office appears to have occupied 
a site which is now part of the Waverley station. 

There were thus three leading institutions: the Bank 
of Scotland, the Royal Bank and the British Linen Bank 
in existence when the Commercial Bank of Scotland was 
established in 1810. At that period Scotland had also 
a numerous company of private bankers in such centres 
as Edinburgh, Glasgow and Aberdeen; eight of them 
had places of business in Edinburgh; and practically 
all towns of importance had banking companies which 
issued their own notes. Much of the early banking 
history of the Scottish people is associated with these 
minor ventures; the great majority were conducted 
with prudence and had a considerable career ; others, for 
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various reasons, were less fortunate. Several authorities 
consider that by 1840 these undertakings had prac- 
tically disappeared. But at the beginning of last century 
the three older and larger institutions were strongly 
criticized as being autocratic in their methods and self- 
centred ; there is an odd suggestion of the more liberal 
financial treatment essential to the development of 
industry which is characteristic of current discussion. 
In any event a group of leading citizens in Edinburgh, 
in their circular recommending the establishment of the 
Commercial Bank of Scotland, pointed out that their 
object was to combine the most complete_security to the 
public in their banking operations with the advancement 
of the trading, manufacturing and agricultural interests 
of that part of the United Kingdom. 

No student of banking or general literature will 
readily forget the pungent remarks of Lord Cockburn, 
particularly in his plea that the old Edinburgh bankers 
were Jacking in public spirit as well as in that of their 
trade, and that the Commercial Bank marked the growth 
of the public mind. Like others, it had in early times 
some political association; it began in a building in 
Picardy Place, Edinburgh; but it soon outgrew that 
limited accommodation. One of the forms of advertise- 
ment lay in the desire to have a large note circulation 
throughout the country, for the purpose of bringing the 
claims of the bank to public attention; there was much 
devotion to almost minute detail; but far more important 
was the remarkable jealousy of the older banks, such as 
the Bank of Scotland and the Royal Bank, both roundly 
accused of combining against the new venture as the 
common enemy. This attitude has been strongly criti- 
cized in most of the reviews of Scottish banking develop- 
ment. Eight years later the animosity appears to have 
abated; today it is described as a forgotten jealousy. 
The Commercial paid early attention to the importance 
of the branch system. It required, however, substantial 
courage and determination by its promoters to surmount 
the difficulties which followed the conclusion of the 
Napoleonic wars. So considerable, however, was national 
recovery, even in the limited economic conditions of that 
time, that by the end of 1817, or little more than two years 
after the conclusion of prolonged and exhausting strife, 
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the promoters of the Commercial Bank distinguished 
signs of returning stability and prosperity. They took 
their full share in the discussion attending the proposed 
abolition of the £1 note in 1826, memorable always for 
the enthusiasm with which Sir Walter Scott joined in the 
fray. Ultimately, of course, the proposal was abandoned ; 
but the records of these banking institutions are note- 
worthy for the tributes which they paid to the place of 
the Scottish £1 note in the development of agriculture, 
trade and manufacture. In December 1831, a charter 
placed the Commercial Bank on a level with the older 
institutions ; it removed all technical and practical dis- 
ability ; and the succeeding record is one of continuous 
progress, which is perhaps the best tribute to the dogged 
strength of the pioneers of this institution. 

As its name indicates, the Union Bank of Scotland 
is the lineal successor and representative of twelve 
distinct establishments. Many of them were under- 
takings of substantial strength. They include the Glas- 
gow Union Banking Company, Hunters and Company, 
Ayr, Glasgow and Ship Bank, the Banking Company in 
Aberdeen, the Perth Banking Company and others. 
The history of the Ship Bank, running between 1750 
and 1836, recalls an earlier remark that prior to the former 
year there were no actual banks in Glasgow. Wealthy 
trading firms received money on deposit and offered 
certain banking facilities; and as we have seen, the 
attempt by the Bank of Scotland in 1696 and in 1731 
to establish branches in Glasgow did not succeed. But 
the rapidly increasing commerce of Glasgow could hardly 
be denied. It led to the formation, among others, of 
the firm of Dunlop, Houston and Company, with a dis- 
tinctive trading title as the Ship Bank, for the conduct 
of banking business, including the issue of notes. This 
arrangement continued until 1836, when amalgamation 
with the Glasgow Bank, under the title of the Glasgow 
and Ship Bank, started the second important stage of 
its career, continuing until 1843, when it was absorbed 
by the Glasgow Union Banking Company. Other in- 
stitutions of the time had somewhat similar experience. 
The last private bank in Glasgow, established for the 
purpose of issuing notes, was the Glasgow Bank, dating 
from 1809. When the Glasgow Union Banking Company 
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was formed, in February 1830, it was pleaded that the 
banking establishments of the city had proved inadequate 
to the demand for bank accommodation; after numerous 
changes the bank was eventually registered as a limited 
company on April 3, 1832, under the name of the Union 
Bank of Scotland Limited. With the amalgamation of 
the Perth Banking Company in 1857 the history of fusion 
as affecting this institution may be said to have concluded. 

Within limited space only shorter notice of other 
leading banks is possible, although all are of substantial 
national importance. Established in 1838, the Clydesdale 
Bank absorbed the Greenock Union Bank in 1844, the 
Edinburgh and Glasgow Bank (including institutions in 
Edinburgh and Leith) in 1858, and the Eastern Bank of 
Scotland, which included the Dundee Commercial Bank, 
in 1863. The Clydesdale Bank has not maintained its 
independence of the large English joint-stock banks; 
at the beginning of 1920 it was affiliated with the Midland 
Bank. Prior, however, to the formation of the Clydesdale 
Bank the National Bank of Scotland and the Town 
and County Bank began operations in 1825. The first 
was another of the Edinburgh ventures, a union of three 
separate banking projects which had been under dis- 
cussion in the previous year. The Town and County 
Bank was always associated with Aberdeen; it was: the 
first of the Scottish provincial banks to maintain its 
separate identity until recent times. Some years ago 
its name disappeared when the North of Scotland and 
Town and County Bank (under which title this business 
had been merged in that of the North of Scotland Bank) 
changed its name to the North of Scotland Bank. In 
the first twenty vears of its effort the Clydesdale Bank 
greatly extended its operations by absorption of these 
institutions ; but perhaps the chief lesson of this review 
is the reminder that Scotland has produced a very large 
number of separate banking institutions, both joint- 
stock and private, other than those which have been 
mentioned. Apart from the limited number which went 
into liquidation, the majority lost their identity in fusion 
with others; of the disasters the City of Glasgow Bank 
and the Western Bank of Scotland are perhaps the chief 


examples. 
As banking developed Scotland, if the phrase may be 
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forgiven, appreciated the importance of London. The 
National Bank of Scotland was the first to open a London 
office in 1864; and although the step was viewed with 
disfavour by English bankers, that example was soon 
followed by others. So keen, however , was the prejudice 
that a Bill was even produced in Parliament for the express 
purpose of denying the Scottish banks the right to open 
offices in England! In the long run both English and 
Scottish banks agreed to respect the provincial territory ; 
how far that decision will be modified or affected by the 
results of the large scale banking amalgamations of recent 
years remains to be seen. In any event the National 
Bank of Scotland is now linked up with Lloyds Bank; 
the British Linen Company Bank with Barclays Bank; 
the Clydesdale with the Midland Bank; while the Midland 
Bank acquired in 1924 the share capital of the North 
of Scotland Bank. The Union Bank of Scotland has 
acquired an important interest in the British Overseas 
Bank; the association of the Royal with Drummond’s 
Bank has been already noticed; the Commercial Bank 
has extended its London activity with additional office 
provision ; but present opinion suggests that the Bank of 
Scotland, the Royal Bank, the Commercial Bank and the 
Union Bank are likely to preserve their substantial 
independence, especially in view of the manner in which 
post-war banking amalgamation on a large scale appears 
to have been arrested. 

The detailed review of the balance sheets of banks in 
Great Britain and Ireland during 1926, with particular 
reference to the Scottish banks, recalls that between 
1893 and 1926 their number has declined from ten to 
eight, the Scottish number, like that in Ireland, having 
remained without alteration for some years. A ge neral 
summary covering the United Kingdom gave the total 
assets of the Scottish banks in 1926 as £293,078,067, 
with a proportion of g per cent. of the assets in this 
group to the total of banks in Great Britain and Ireland, 
perhaps more accurately put as the total assets of banks 
publishing accounts. While this figure showed a variation 
of approximately £4 million less in Scotland than in 1925, 
and £5 million less than in 1924, the percentage in 
1925 was nine and in 1924 ten. As compared with 1925 
Scottish banks showed in 1926 a decrease of liabilities of 











371 
BI-CENTENARY YEAR. 


Royal Bank of Scotland 


Incorporated by Royal Charter 1727 


Capital (fully paid) - £2,500,000 
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approximately £4 million; compared with 1924 the vear 
1925 showed a decrease of {1 million, with a similar 
experience in the preceding year. The ‘smallness of the 
movement in total resources of British banking during 
1926 is notable, the slight increase in the English figures 
being offset by decline in the totals of the Scottish and 
Irish banks. The strength of the Scottish banks may 
— be best illustrated by the scandens table : 





Accep- Deposits, Cash in 

Name Capital Piaees tances, Current Miscel- Total Hand at 

of ery F i Endorse- Accounts, | laneous Lia- Call and 
Bank Paid — ments, and Note Liabilities bilities Short 
ete. Circulation Notice 


f 
8,525,749 
7,506,891 


f f f f f 

Bank of Scotland .. 1,500,000 | 1,632,500 1,045,003 2,106 249,466) 39,649,075 
British Linen Bank 1,250,000 | 1,950,000, 641,097 30,093,996 123,371 34,058,464 
Clydesdale Bank, 

2 td. 1,250,000 1,400,000 869,572 32,908,672 301,799 | 36,739,043 7,350,362 
Commercial Bank of 

Scotland, Ltd. .. 1,750,000 1,850,000, 808,363 36,950,309 176,843) 41,535,515 9,008,164 
National Bank of 

Scotland, Ltd. .. 2,100,000 | 1,400,000) 300,217 33,254,284 208,998 36,263,499 7,675,407 
North of Scotland 

Bank, Ltd. ‘ 1,059,500 965,000 — 22,062,295 192,807 24,279,602 3,152,093 
Royal Bank of Sc ot- 

land : 2,500,000 


Union Bank of Scot- 
land, Ltd. a 1,000,000 1,400,000) 572,135 28,220,416 289,999 31, 182 1550 5,534,275 


2,571,249 | 592,837 43,855,233 160,000) 49,679,319 | 10,839,966 


Totals .. «+ | 11,409,500 | 13,168,749 4,829,224 262,567,311 1,703,283 293,678,067 59,592,907 





Investments 


Bills wer 
Name British Dis- ne — 
a Covers conmted, | Enders | 5 sod 
Bank ment Other Advances, ? 7 ‘ 
. P ah etc., per Assets 
where and Loans 7 : 
stated contra 


f f f f r 

Bank of Scotland .. 11,468,063 197,156 17,890,869 1,045,003 522,235 39,649,075 
British Linen Bank. . 11,873,005 680,634 12,762,957 641,097 593,880 34,058,464 
Clydesdale Bank, Ltd. 9,049,235 341,830 18,407,164 869,572 711,880 36,730,043 
Commercial Bank of 

Scotland, Ltd. .. 9,159,179 752,416 20,978,927 808,363 
National Bank of 

Scotland, Ltd. .. 11,204,461 228,991 16,241,253 
North of Scotland 

Bank, Ltd. 9,965,626 354,127 10,644,409 - 163,347 24,279,602 
Royal Bank of Scot- 

land ; 12,169,000 | 1,701,199 23,388,561 592,837 987,756 49,679,319 


Union Bank ‘of Scot- 
land, Ltd. aa 290,914 | 1,772,496 12,742, 896 572,135 569,834 


828,466 41,535,515 


300,217 613,170 36,263,499 


31,482,550 


Totals .. o- 85,179,483 6,028,849 133,057,036 4,829,224 4,990,568 293,678,067 


Attention has also been directed in recent analysis to 
the great expansion which has occurred in deposits since 
1893, as compared with the much smaller movement 
in capital and reserves over that period. In 1893, for 
example, the capital paid of the Scottish banks was 
£9,302,000, the reserve fund £5,714,380, and deposits, 
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current accounts and note circulation £99,790,976. In 
1926 the corresponding figures were: capital paid, 
£11,409,500; reserve fund, £13,168,749, with deposits, 
current accounts, and note circulation amounting to 
£262,567,311. In an analysis of the banking resources 
of the country in relation to population it is shown that, 
taking the census of I92I as giving 4,882,288, the total 
assets of 1926 at {293,678,067 would give an amount per 
head of population in Scotland of {60 3s., which is a close 
approach to the figures for Great Britain, Ireland included, 
as a whole at £67 gs. 3d. The most recent analysis of 
the profits of Scottish banks (for 1926) has been given in 
the following form : 









































































In- | 
vest- | Increase 
Name , ments 7 : . or 
o Year Profits Dividend | Rate | De- fo : Premises Staff Decrease 
ended Reserves | Account | Funds rae 
Bank pre- in Carry 
cia- | Forward 
tion 
Bank of 
Scotland Feb. 28 370,119 192,000 16 125,c00 | 50,000 + 3,119 
British | 
Linen .. Jan. 15 317,750 160,000 16 100,000 | 20,000 50,000 | — 12,250 
Clydesdale Dec. 31 334,191 225,000 18 - 50,000 20,000 30,000 fF 9,191 
Commercial 
of Scotland Nov. 1 326,695 200,000 (h) 50,000 50,000 25,000 | + 1,695 
National of } 
Scotland Nov. 1 284,777 140,800 | 16 | 50,000 30,000 60,000 + 3,977 
North of | | 
Scotland Dec. 31 268,084 190,710 18 50,000 10,000 | 15,000 + 2,374 
Royal of | | | 
Scotland Oct. 9 476,545 320,000 16 - 106,545 20,000 | 30,000 
Union of | 
Scotland April 2 317,750 180,000 | 18 — 50,000 70,000 25,000 | — 7,250 
Total Scottish 2,695,911 | 1,608,510 _— ~ 581,545 | 270,000 | 235,000 | + 856 
Total Scottish 1925 2,441,469 | 1,377,099 | - -- 542,310 | 260,000 | 246,392 + 15,668 
| 








Note.—{h) On A shares 16 per cent.; on B shares 10 per cent. 


Going back to 1890, and comparing that year with 
1926, it will be observed that the number of joint-stock 
banks in Scotland has fallen from ten to eight, and the 
number of branches has increased from 975 to 1,587. 
Capital and reserves have climbed from £14? million to 
£244 million; deposits from {914 million to nearly £239 
million; and total liabilities from nearly £118 million 
to practically £293? million. In the same period invest- 
ments have increased from rather more than £29 million to 
more than {91 million. These figures are illustrative of 
the industrial development of Scotland during that period, 
and of the conspicuous contribution to that progress 
offered by the undeniable stability of Scottish banking. 
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The Choice of Life Policies 
Considerations for Proposers 


HERE still seems to be among the general public 

a remarkable lack of knowledge respecting what 

may be described as the details of life assurance. 
From time to time the writer is approached by friends 
who say that they suppose they ought to assure them- 
selves and could one tell them how to go about it ? 
Men who are well informed often seem to be quite un- 
acquainted with the different forms of life policies. 
They do not distinguish between with- and without-profit 
policies or between endowment assurances and whole- 


life contracts. 


companies to supply the necessary information. 

A few months ago the chairman of a leading office 
actually expressed regret that there were so many types 
of policies available, on the ground that the proposers 
were disposed, 
sidering life assurance, to hesitate before making the 
final decision, lest, in future years, one type should appear 
to them more attractive than the particular form they 


had _ chosen. 


variety offered to them. This authority adopted an 
unusual line in his comment, but there is undoubtedly 
some truth in the suggestion he made. The prospectuses 
of all the companies contain a variety of tables, and it 
is not uncommon for the staffs of actuarial departments 
to spend a considerable time in preparing terms of 
contracts intended to meet particular circumstances. It 
is also known that when much trouble has been taken 
in devising special schemes the proposers sometimes 
prefer to adopt one of the main, and comparatively 
simple, types. 
forms of assurance is a large one, and all that can be 
done in a single article is to outline some of the chief 
considerations which should guide the selection. 
First, there is the question of the principal object of 


the assurance. 


provide financial protection against the risk of premature 













It must often be left to the agents of the 







when they came to the point of con- 






The decision was complicated by the 












The whole subject of the different 








The basic function of life assurance is to 
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death. Sometimes this is combined with provision for 
the later years of life and with investment. The relative 
importance of these objects needs to be taken into 
account, and there is only too much reason for thinking 
that the chief purposes of assurance is frequently to some 
extent sacrificed in order to secure subsidiary benefits. 
It is for proposers to ask themselves if they can really 
afford to compromise, or if it would not be actually 
better for them to concentrate on securing the maximum 
amount of life assurance protection. If the facts are 
in perspective, life assurance officials should often have 
little difficulty in persuading young proposers to choose 
whole-life policies. 

This type of contract makes an excellent foundation 
for all the life assurance which a man may feel able to 
secure. A great merit for the young is that it is the 
cheapest form of assurance, which means that if the 
amount which can be expended in premium is fixed, the 
largest volume of cover can be obtained on that basis. 
These contracts are particularly advantageous to the 
vouthful, because not only are the annual premiums low, 
but there is also much elasticity in them. Yet it may 
well be that those who have no great responsibilities may 
sometimes dislike the idea of providing for the con- 
tingency of their premature death. It seems important, 
therefore, to emphasize the fact that the contract may 
be modified in later years. It can be converted into an 
endowment assurance should circumstances change, so 
that the assured then feels that he is able to combine 
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provision for the later years of life with provision against 
the risk of death. 

It is a fact that many persons only contemplate life 
assurance when they marry. Their chief object in then 
assuring is to prov ide for those who would suffer finan- 
cially through their premature death. If they were 
only contemplating provision for the later years of life 
there are many channels of investment open to them. 
It is true that there are special merits in the life assurance 
plan of saving, such as the rebate of income tax allowed, 
the reinvestment of the interest on the premium payments 
(although it is possible in the cases of certain Government 
securities to allow for the interest to accumulate with 
the capital sums), and the right enjoyed by the assured 
on the with-profit plan to participate in the interest 
earnings on funds accumulated in the past. Yet, if it 
were only a question of providing sums at the end of a 
definite number of years, many who now effect endow- 
ment assurances would choose other means of investment. 
The endowment assurance form of investment appeals to 
them because of the assurance element, and it is a question 
whether, having recognized the need of assurance at all, 
they would not do far better to give greater scope to it 
than to compromise. The following suggestions may 
possibly prove of use to bankers and others who are 
asked to advise as to the most suitable types of policies. 

For the young who need as much assurance as they 
can possibly obtain, the ordinary whole-life non-profit 
policy may be the right choice. It is particularly suitable 
for those whose health is first class, and whose family 
history is excellent, because the liability of the offices 
on this basis for a given amount received in premiums 
is heaviest. Those who effect policies of this type need 
not necessarily contemplate continuing the assurances 
until the end of life. As their means increase, as ps 
should normally do, they may modify the contract, 
by restricting the payment of premiums to a definite 
number of years. They may also, by the payment of a 
larger annual premium, convert the assurance into one 
participating in profits. In the meantime they will have 
had the satisfac tion of securing the largest amount of 
real life assurance for the sum they could afford to pay 


in premiums. 
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SATISFACTION :. at the conclusion -of the contract. 


These three are obtained to the full by Insuring with the 


PHENIX ASSURANCE 


COMPANY, LIMITED, 


and BANK MANAGERS may confidently recommend a 
**PHENIX”’ Policy for 


EVERY CLASS OF INSURANCE. 
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Reversionary Bonus of 45/-% per annum makes the With- 
Profit Policies a particularly attractive investment. 

House Purchase Scheme: The net interest charged is at the 
very low rate of 44%. 


HEAD OFFICE: _ PHGENIX HOUSE, KING WILLIAM STREET, E.C.4. 

















GUARDIAN ASSURANCE 


COMPANY LIMITED 
Established 1821 


Subscribed Capital £2,015,000 Total Assets £11,350,000 
Capital Paid Up £1,015,000 Total Income £2,810,000 


DIRECTORS: 
Chairman: The Hon, EVELYN HUBBARD. (Messrs. John Hubbard & Co.) 
Deputy-Chairman: Pure H. cat AU, Esq. (Messrs. Martineau & Reid.) 


Centenary 1921 





Vice-Chairman: 
The Rt. Hon. Lorp ALDENHAM. 
(Messrs. Antony Gibbs & Sons.) 
F. R. S. BALFour, Esq. 
ALAN H. BRODRICK, Esq. 
T. G. C. BROWNE, Esq. 
The Rt. Hon. Lorp DAWSON OF PENN, 
G.C.V.O., K.C.B., K.C.M.G. 
WILLIAM Dawson, Esq. 
Cuas. R. Griiat, Esq. 
(John K. Gilliat & Co., Ltd.) 
Col. LionEL H. HANBURY, C.M.G. 
(Messrs. Wood, Hanbury, Rhodes & Jackson— 
Director of the Bank of England.) 


HEAD OFFICE - - 


» Hamer Loyp, Esq. 
ROBERT I,. HUNTER, Esq. 

(Messrs. Hunters.) 

Cc. D. MEDLEY, Esq. 

(Messrs. F ield, Roscoe & Co.) 
RODERICK PRYOR, Esq. 
GEORGE W. RowE, Esq. 

(Messrs. Frere, Cholmeley & Co.) 
R. W. SHARPLES, Esq. 

(C. Czarnikow, Ltd.) 

E. ROBERT STILL, Esq. 
F. A. Szarvasy, Esq. 
Joun WALTER, E ¢sq. 





68 King William Street, London, E.C.4 


ALL THE PRINCIPAL CLASSES OF INSURANCE BUSINESS TRANSACTED. 


LIFE DEPARTMENT: 
FREE WHOLE WORLD POLICIES. LIBERAL CONDITIONS OF REVIVAL, ESTATE DUTY 
POLICIES PAYABLE BEFORE THE GRANT OF PROBATE. TERM ASSURANCES WITH 
OPTIONS. SAVING FUND POLICIES WITHOUT MEDICAL EXAMINATION. EDUCATIONAL 
ENDOWMENTS AND ASSURANCES. THE ‘“ UNIVERSAL”? POLICY. IMMEDIATE AND 
DEFERRED ANNUITIES. PENSION POLICIES. POLICIES GRANTED “WITH PROFITS” 


ON FAVOURABLE TERMS. 
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Before completing such a contract the proposers 
might well compare the rates for a non-profit policy with 
premiums extending throughout the whole of life with a 
similar contract subject to the payment of premiums for 
a definite number of years. Possibly the difference in 
the rate would be so small as to justify the choice of the 
policy with limited premiums. It seems to the writer 
desirable that in a great many cases the proposers should 
aim at the limitation of premiums, and therefore the 
chief question to be decided is whether the premiums 
shall be restricted from the outset, or later. Again, it is 
possible to imagine instances in which the payment of 
premiums throughout life may be contemplated with 
satisfaction. Such cases are those of fortunate indi- 
viduals who expect in their later years to inherit capital, 
so that the payment of the premiums may then be of 
no importance compared with ensuring that they are on 
as low a basis as possible in the early years. 

The choice between whole-life with-profit or non- 
profit policies is a comparatively easy one to make. It 
is chiefly a question of expense. As the impulse in many 
people who assure is to make provision for the risk of 
untimely death, the non-profit policy will often be the 
proper selection, since it provides a larger sum assured 
in the early years. It may be that within a few years 
they will be able to expend a larger sum in premium 
and that then they would be able to convert to the with- 
profit basis. Owing to the methods on which profits are 
distributed, seven or eight years may elapse before the 
sum assured on the with-profit basis, together with the 
bonuses, accumulates to the amount which might have 
been obtained on the non-profit basis from the outset 
for the same expenditure of premium. It follows, 
therefore, that if the assured were to die within that 
period his dependents would fare less well than if the 
non-profit contract had been chosen. Managements will 
always be ready to indicate, on the basis of bonuses which 
they anticipate will be allotted, how many years are 
likely to pass before the with-profit policy catches up 
in amount the non-profit contract and then begins to 
forge ahead. There are some who maintain that the 
present method of allotting bonuses is open to criticism, 
since the largest bonuses are allotted to those who live 
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THE 


STANDARD LIFE ASSURANCE COMPANY 


Established 1825. Funds - £17,000,000. 


The Standard is a Mutual Company in which the profits belong to the 
Policyholders. 

The Standard has the strongest valuation basis in the world, which means 
immense reserves and great bonus-earning powers. 


The rate of interest earned by the Standard’s funds is more than £2 I5s. 
per cent. in excess of the rate required to enable the Company to meet 


all its contracts. 
The Standard’s bonus is 
42/-°/, Annual and Compound. 
Bank Officials can be agents for no better Company, for they can be 


confident they are recommending to their clients an Office whose strength is 
supreme, whose premiums are moderate, and whose bonus prospects are 


second to none. 
The Standard has special schemes offering particular advantages to the 
Staffs of Banks. 
HEAD OFFICE: 3 George Street, EDINBURGH. 


LONDON : 110 Cannon Street, E.C.4, and 15a Pall Mall, S.W.r. 








Endorsed by the Bank Commissioners of Thirty States. 


THE BANK DIRECTOR 


(Founded 1872 as The Financier.) 
Member Audit Bureau of Circulations. 


The only magazine in the United States in its particular field. 

Boards of Directors in 31,000 banks of America are made up as a rule of three executive 
officers and from four to ten or more of the most influential men in their community—men 
who in frequent instances are at the head of enterprises much larger than the banks 


themselves. 
If you want to reach bank officers, not clerks, use Toe BANK Director. If you want 


to talk to the class of men in whose hands have been placed the keeping of the sixty 
billions of bank resources of the Nation, THe Bank Director should be included 
in your list. 

Bank officers and directors, while they manage corporations and direct the financial and 
industrial trend and development of their home towns, possess, as individuals, potential 
purchasing powers that put them in a group by themselves. 

They are more than an ordinary collection of well-to-do and wealthy men. 
interests in common that are cultivated, met and satisfied by THE BANK DriREcToR. 

A large percentage of our subscription list is delivered to home addresses, ensuring 


real attention. 
This is our reading public—the cream of the banking, business and investment world 


of America. 


They have 


Published monthly by 
THE FINANCIER PUBLISHING COMPANY, 


115 Broadway, New York. 
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longest and whose dependents may then less need them 
than those of the assured who failed to survive the early 
period. The answer to this criticism is that it is those 
who survive many years who provide the surplus out of 
which bonuses are paid, and that therefore they should 
receive them. 

Again, therefore, the proposer should ask himself 
precisely what he is wanting most in his life assurance. 
If the maximum cover at the outset is needed then the 
non-profit contract at once suggests itself. Not only in 
life assurance do those who can afford most get the 
best value. If the case be taken of two men each of 
whom effects an assurance for £1,000, one on the non-profit 
basis and the other on the participating plan, it will be, 
of course, the participating policy-holder who will, in the 
course of time, normally fare better. The dependents of 
each will, in the event of premature death, receive at 
least {1,000. In addition, the sum assured on the 
participating scale will be increased by the bonuses 
declared after one or two years, or whatever period is 
the custom of the particular office. Should death occur 
before any bonuses have been allotted, the non-par- 
ticipating contract will, however, prove quite as valuable 
as the with-profit policy, although it cost less. During 
the war period, when many bonuses were passed, the 
participating policy-holders gained no benefit from the 
extra premiums paid, or in the case of offices which 
reduced their rates of bonus, the assured on the with- 
profit plan did not always receive full value for their 
additional payments. Yet we know that the rates of 
premium for all life assurances are calculated to provide 
for a margin of profit. With the mutual offices who have 
no shareholders all the profits must go, in one form or 
another, to the participating policy-holders, and the 
proprietary companies, in order to hold their own in 
competition, must give comparative results. They have 
certain advantages in being able to work their life 
departments in conjunction with other departments and 
so to spread the cost. The proposer on the with-profit 
scale who chooses a first-class office will undoubtedly do 
well, should he survive a number of years and the in- 
stitution also prosper. But he should clearly understand 
that if he can only afford a fixed sum in premium he 
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MUSCLE CONTROL 


; Commercial Union as taught only by MAXALDING, now ranks 


as one of the most valuable health discoveries 
of the present century, and has been publicly 
recommended and extolled by one of the 


Riss ll Ya nN cé greatest living surgeons. 
A postally instructed 
pupil performing the 
valuable central-isol- 
ation of the abdomi- 
nal muscles. This is a 
gradually acquired 
power that will safely 
bring about a recession 
of the abdominal 
wall, however dan- 
gerously distended it 
may at present be. 
Its value in clearing 
the lower bowel and 
normalizing gland se- 
cretion is very 
marked, especially in 
the early stages of the 
ADELAIDE HOUSE treatment. 

Please read these extracts from letters received from 
King William Street, London voryett io (guaranteed genuine under a 

_ 154. Gentlemen (clerk) desired eradication of chronic 
Total Assets at December 31, 1926 a aer cae ar gay ag a 


(including Life Funds), exceeded chronic constipation when I first put myself in your hands. 
8 si I took laxatives daily without any result and had almost 


given up hope of ever finding a cure. For the past three 

£54,000,000 weeks have secured two actions per day without trouble. 

Incidentally I feel better in every way, having lost the 

previous regular headaches, and have now gained seven 

pounds in weight. Assuring you of my deepest thanks for 

your attention to my case.” 

5. Gentleman (student and racing motor-cyclist), wrote 

on August 15th, 1927:—‘‘Apart from considerably 

a ] increased strength, I can now back up an effort for a much 

§ e \ an o greater time than previously. My nerves are ROCK 

STEADY, and general condition of health much improved.” 

S f 5 163. Gentlemen, aged 53, desired eradication of 

Constipation, Bladder-weakness, and Lameness, wrote on 

oft, si ent and safe, Leyland August 9th, 1927:—‘‘Good action twice daily. The 
Rubber Tiling has all the bladder and walking considerably improved.”’ 

beauty and dignity of the MAXALDING IS FULLY EXPLAINED 

richest carpets, with the addi- IN A NEW ILLUSTRATED TREATISE 


tional advantages of being ENTITLED: “NATURE’S WAY TO HEALTH,” 
i cure of which the following is a brief synopsis: Value of direct 

| easily cleaned and giving exercise of the Internal Organs.  Oenwe significance 
| almost eve rlasting wear of the Flattened Chest and Distended Abdomen. Energy 
. | Conservation. Control over certain Muscles. Exercises v. 

Drugs. Acute and Chronic forms of Constipation, and 
some Natural Cures. Forms of Indigestion requiring 
difierent treatments: (1) Atony of the Stomach. (2) 
excessive Appetite. (3) Loss of Appetite. (4) Acidity. 
(5) Deiicient Secretion. (6) Gastric Flatulence. (7) 
Intestinal Flatulence. Neurasthenia. Obesity: (1) Con- 
stitutional Form. (2) Acquired and Dangerous Form. 
Headache : some Causes and Cure. Full Tidal Breathing 
as a Preventative of Iumg Complaints. How to keep the 
Heart Sound. How to gain Suppleness, Speed, and 


R { BB ER TI LING Endurance. How to secure a Good Physique. 


A Copy of 


A few of the Banks which NATURE’S WAY TO HEALTH 
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have been laid with Leyland will be sent GRATIS and POST FREE to every applicant 
Rubber Tiling : from any part of the world. 

Bank of Australasia, Threadneedle Street, If you include a letter dealing with any functional 
London, E.C 2. disorders of which you wish to be relieved, Mr. Saldo will 

Barclays Bank (10 Branches) include his personal diagnosis of your case, and send it with 

om Bank (11 Branches). the treatise in sealed cover. 

Nz E City ank o New York ° ° 
a ee a Free of Cost, Postage, or Obligation 


Kingsway, London, W.C.2. 


The Leyland & Birmingham Rubber Co., Ltd. | Mr. A. M. ms A LDO 


Head Office and Works: Leyland, Lancs, England. 
R.T.19-10/27. Branches throughout the World. (Dept. 60) 


nnn! 14 CURSITOR STREET, LONDON, E.C.4 
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will not secure as much assurance protection on the 
with-profit plan as he would on the non-profit basis. 
If he chooses the latter he must take a certain risk 
which, if he survives for several years, will have been 
justified. 

The endowment assurance has so many points in its 
favour that it has long been the most popular type of 
contract. It is possible to exaggerate its merits as well 
as to belittle them. Superficially it seems to make 
suitable provision for premature death, as well as for 
the declining years of life by the provision that the sum 
assured shall be paid by the office after a definite number 
of years, or at death should this occur earlier. It can 
be split into two main parts——the life assurance element 
and the investment feature. By combining the two 
objects it makes a strong appeal. The provision for the 
Jater years of life is entirely admirable and represents 
an excellent form of thrift. The offices have special 
opportunities of investing their funds satisfactorily, and 
the assured gain from participation in the interest 
earnings on funds built up during many years. Money 
can be invested in such types of contracts with absolute 
security, and it is certain that many people who find the 
annual premiums for such contracts would not otherwise 
save the sums so contributed, or, if they did, they would 
not reinvest the interest as it was earned. The assured 
also benefit from the rebate of income tax allowed of 
half the standard rate. All these points contribute to 
make endowment assurances rightly popular. The draw- 
backs to these types of contracts are that, for the same 
expenditure of premium, the amount of assurance 
obtainable is usually much smaller than on whole-life 
policies, and, therefore, if the sum that can be expended 
in premiums is limited, the real life assurance provision 
is far smaller. It is a matter for consideration whether 
proposers would often not be acting better if they 
concentrated on obtaining the maximum amount of 
assurance protection from the sum they consider they 
could afford to invest in this way and then look to other 
forms of investment to make provision for their later 
years. An endowment assurance represents a most 
attractive form of investment supplementary to an 
ordinary life assurance. 








